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Reed J. Taylor, 
In the 
SUPREME COURT 
of the 
STATE OF IDAHO 
Plaintiff-Appellant, FILED - COP I . 
v. 
AlA Services Corporation, et aI, 
Defendants-Respondents. 
/ 
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Appealed from the District Court of the 
Second Judicial District of the State of Idaho, 
in a nd for the County of Nez Perce 
The Honorable Jeff M. Brudie 
Supreme Court No. 36916-2009 
RODERICK C. BOND 
ATTORNEY FOR PLAINTIFF-APPELLANT 
GARY D. BABBITT 
ATTORNEY FOR DEFENDANT AlA CORP-RESPONDENTS 
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IN THE DISTRICT COURT OF THE SECOND JUDICIAL DISTRICT OF THE STATE 
OF IDAHO, IN AND FOR THE COUNTY OF NEZ PERCE 
REED J. TAYLOR, a single person, 
Plaintiff-Counterdefendant -Appellant-
Cross Respondent, 
v. 
AIA SERVICES CORPORATION, an Idaho 
corporation; AIA INSURANCE, INC., an Idaho 
corporation; R. JOHN TAYLOR and CONNIE 
TAYLOR, individually and the community 
property comprised thereof, BRIAN FREEMAN, 
a single person; JOLEE DUCLOS, a single person 
and JAMES BECK and CORRINE BECK, 
and 
Defendants-Counterclaimants-
Respondents-Cross Appellants-Cross 
Respondents, 
CROP USA INSURANCE AGENCY, INC., 
an Idaho corporation; 
Defendant-Respondent-Cross Respondent, 
and 
401 (k) PROFIT SHARING PLAN FOR THE 
AIA SERVICES CORPORATION, 
Intervenor-Cross Appellant-Cross 
Respondent. 
TABLE OF CONTENTS 
) 
) 
) 
) SUPREME COURT NO. 36916-2009 
) 
) 
) 
) TABLE OF CONTENTS 
) VOLUMEXII 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
Memorandum in Opposition to Plaintiffs Motion for 
Summary Judgment Against AIA Services Corporation 
for the Amount Due on the Promissory Note and Motion 
for Rule 54(b) Certification of Judgment filed 
February 28, 2008 .......................................................................................... 2149-2161 
Affidavit of John Taylor in Opposition to Plaintiffs Motion 
for Summary Judgment Against AIA Services Corporation 
for the Amount Due on the Promissory Note filed 
February 28, 2008 .......................................................................................... 2162-2185 
Plaintiff Reed Taylor's Response in Opposition to AlA 
Services Corporation and AIA Insurance's Motion for 
Reconsideration and Clarification and Request for 
Interlocutory Appeal and Reply in Support of Motion 
for Summary Judgment on Amount Due and Rule 54(b) 
Certification of Final Judgment filed March 6, 2008 .................................... 2186-2207 
AIA Services Corporation's and AIA Insurance Inc.'s 
First Amended Answer to Plaintiffs Fifth Amended 
Complaint, Counterclaim, and Demand For Jury Trial 
filed March 7, 2008 ........................................................................................ 2208-2241 
Affidavit of Gary D. Babbitt in Support of Motion for 
Reconsideration filed March 11, 2008 ........................................................... 2242-2245 
Reply Memorandum in Support of Motion for 
Reconsideration and Clarification and, in the Alternative, 
Request for Certification of Interlocutory Appeal 
filed March 11, 2008 ...................................................................................... 2246-2269 
Answer of Bryan Freeman and Jo1ee Duclos to Plaintiffs 
Fifth Amended Complaint, Affirmative Defenses, Counterclaims 
and Demand for Jury Trial filed April 15, 2008 ............................................ 2270-2290 
Affidavit of Connie W. Taylor filed April 16, 2008 ...................................... 2291-2353 
Continue to Volume XIII 
TABLE OF CONTENTS 11 
IN THE DISTRICT COURT OF THE SECOND JUDICIAL DISTRICT OF THE STATE 
OF IDAHO, IN AND FOR THE COUNTY OF NEZ PERCE 
REED J. TAYLOR, a single person, 
Plaintiff-Counterdefendant-Appellant-
Cross Respondent, 
v. 
AlA SERVICES CORPORATION, an Idaho 
corporation; AlA INSURANCE, INC., an Idaho 
corporation; R. JOHN TAYLOR and CONNIE 
TAYLOR, individually and the community 
property comprised thereof, BRIAN FREEMAN, 
a single person; JOLEE DUCLOS, a single person 
and JAMES BECK and CORRINE BECK, 
and 
Defendants-Counterclaimants-
Respondents-Cross Appellants-Cross 
Respondents, 
CROP USA INSURANCE AGENCY, INC., 
an Idaho corporation; 
Defendant-Respondent -Cross Respondent, 
and 
401 (k) PROFIT SHARING PLAN FOR THE 
AlA SERVICES CORPORATION, 
INDEX 
Intervenor-Cross Appellant-Cross 
Respondent. 
I 
) 
) 
) 
) SUPREME COURT NO. 36916-2009 
) 
) 
) 
) INDEX 
) VOLUME VII 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
Affidavit of Connie W. Taylor filed April 16, 2008 ...................................... 2291-2353 
Continue to Volume XIII 
Affidavit of Gary D. Babbitt in Support of Motion for 
Reconsideration filed March 11, 2008 ........................................................... 2242-2245 
Affidavit of John Taylor in Opposition to Plaintiffs Motion 
for Summary Judgment Against AIA Services Corporation 
for the Amount Due on the Promissory Note filed 
February 28,2008 .......................................................................................... 2162-2185 
AIA Services Corporation's and AlA Insurance Inc. 's 
First Amended Answer to Plaintiffs Fifth Amended 
Complaint, Counterclaim, and Demand For Jury Trial 
filed March 7, 2008 ........................................................................................ 2208-2241 
Answer of Bryan Freeman and Jolee Duclos to Plaintiffs 
Fifth Amended Complaint, Affirmative Defenses, Counterclaims 
and Demand for Jury Trial filed April 15, 2008 ............................................ 2270-2290 
Memorandum in Opposition to Plaintiffs Motion for 
Summary Judgment Against AIA Services Corporation 
for the Amount Due on the Promissory Note and Motion 
for Rule 54(b) Certification of Judgment filed 
February 28,2008 .......................................................................................... 2149-2161 
Plaintiff Reed Taylor's Response in Opposition to AIA 
Services Corporation and AlA Insurance's Motion for 
Reconsideration and Clarification and Request for 
Interlocutory Appeal and Reply in Support of Motion 
for Summary Judgment on Amount Due and Rule 54(b) 
Certification of Final Judgment filed March 6,2008 .................................... 2186-2207 
Reply Memorandum in Support of Motion for 
Reconsideration and Clarification and, in the Alternative, 
Request for Certification of Interlocutory Appeal 
filed March 11, 2008 ...................................................................................... 2246-2269 
INDEX II 
Hawley Troxell 
L4/ 
2/28/2008 :3::.:5U ~ C"'.l.~. \ "-" .......... __ _ 
Ai 
Gary D. Babbitt ISB No. 1486 
D. John Ashby ISB No. 7228 
HAWLEY TROXELL ENNIS & HAWLEY LLP 
877 Main Street. Suite 1000 
P.O. Box 1617 
Boise, ID 83701-1617 
Telephone: (208) 344·6000 
Facsimile: (208) 342-3829 
Email: gdb@hteh.com 
jash@hteh.com 
Attorneys for AlA Services Corporation. 
AIA Insurance, Inc., and CropUSA 
FILED 
• FEB 2S PM 2. 1f2.. 
IN THE DISTRICT COURT OF THE SECOND JUDICIAL DISTRICT 
OF THE STATE OF IDAHO, IN AND FOR THE COUNTY OF NEZ PERCE 
REED J. TAYLOR. a single person, 
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AlA Services Corporation ("AlA Services"), by and through its counsel of record, 
Hawley Troxell Ennis & Hawley LLP, submits this memorandum in opposition to Plaintiff Reed 
Taylor's Motion [or Partial Summary Judgment Against AIA Services Corporation For the 
Amount Due on the Promissory Note and Motion [or Rule 54(b) Certification of Judgment. 
I. INTRODUCTION 
On February 8, 2008, the Court granted Reed Taylor's ("Reed") Motion [or Partial 
Summary Judgment as to the issue of default under the August 1. 1995 Promissory Note (the 
<'Notc"). Defendants have separately moved for reconsideration ofthat Order. and a hearing has 
been noticed for the same date as this motion for summary judgment. Reed now seeks a partial 
summary judgment determination that the amount due and owing to Reed is $8,498,891.36. 
Summary judgment is not appropriate for the same reasons set forth in Defendants' Motion for 
Reconsideration and the additional reasons set forth below. Reed's request for LR.C.P. 54(b) 
ccrtification should be denied because Reed has fai1ed to establish that he will suffer some 
hardship or injustice, or provide some: other compelling reason why the 54 (b) certification should 
be granted. 
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II. ARGUMENT 
A. Summary Judgment Is Not Appropriate ForThe Reasons Set Forth In Defendants' 
I\'Iotion for Reconsideration. 
As set forth in detail in Defendants' Motion for Reconsideration, the Court's prior Order 
granting partial summary judgment on the default issue should be vacated [or several reasons, 
including (1) that the March 2003 modification was supported by consideration and was 
sulliciently definite; (2) that material issues of fact remain as to whether Reed waived certain 
rights under the Note; and (3) that the Order granting partial summary judgment does not take 
into consideration the effect of Series A Preferred Shareholder Agreement dated July I. 1996. 
Reed's most recent motion for summary judgment as to the amount due and owing under the 
Note should be denied for the same reasons. 
This memorandum wiH not repeat the arguments set forth in that Motlon [or 
Reconsideration. Instead. AIA incorporates herein by reference the MOlion for Reconsideration 
(and the accompanying Memorandum in Support and Affidavit of John Taylor). 
B. Reed's Motion For Summary Judgment Ignores The July 1,1996 Series A Preferred 
Shareholder Agreement And Re1atcd Agreements 
1. The Series A Preferred Shareholder Agreement Prohibits Any Payment Of 
Principal To Reed 
In addition to AlA Services' obligations Lo Reed under the Note. AlA Services owes 
financial obligations to Donna Taylor under an agreement to redeem her Series A Preferrcd 
Stock. TIlis is an obligation thal AIA Services undertook to Donna Taylor in conncction with the 
divorce settlement between Recd and Donna Taylor. Around Ihe time of the July 22, 1995 
original Stock Redemption Restructure Agreement. AlA Services and Donna Taylor entered into 
ccrtain lctter agreements with Donna Taylor dated January II, 1995 (See Affidavit of John 
MEMORANDUM IN OPPOSITION TO PLAlNTIFF'S MOTION FOR SUMMARY 
JUDGMENT AGAlNST AlA SERVICES CORPORATION FOR THE AMOUNT DUE ON 
THE PROMISSORY NOTE AND MOTION FOR RULE 54(B) CERT.ll"ICA TION OF 
JUDGMENT-3 
400C5.000a.l 1584!l2. 1 
MEMORNDUM IN OPPOSITION TO PLAINTIFF'S MOTION FOR SUMMARY 
JUDGMENT AGAINST AlA SERVICES CORPORATION FOR THE AMOUNT DUE 
ON THE PROMISSORY NOTE AND MOTION FOR RULE 54(B) CERTIFICATION 
OF JUDGMENT 2./51 
Hawley Troxell 2/28/Z00t5 ;:s:;:sv J,. /. )".lL. \ "-" .............. _ _ _ _ 
Taylor submitted concurrently herewith ("John Taylor Af["), Ex. A}, July 18, 1995 (see ld. at 
Ex. B), and August 10, }995 (see lei. at Rx. C). These lelter agreements provide that any 
promissory note payable to Reed is subordinated to the redemption rights of Donna Taylor. See 
fd. at Ex. B (July 18, 1995 letter agreement). The letter agreements specifically provide that the 
subordination is as to both principal and interest payments: 
Further, AIA Services Corporation's note or any note payable to 
Reed J. Taylor for approximately $6,000,000 of the purchase price 
for his common shares wi1I be subordinated to the redemption 
rights of [Donna Taylor] so that Reed J. Taylor will receive no 
principal paymcnts on said note until Donna Taylor's stock has 
been completely redeemed. Reed J. Taylor will receive no interest 
payments on the note payable to him if payments to Donna Taylor 
are in default. 
Id. These leHer agreements subordinating Reed's right to principal and intcrest payments under 
the Note to Donna Taylor's rights arc incorporated into the Note. See John Taylor Aff., Ex. D 
("This Note is subordinate Lo the payment of the redemption obligations owed by Company to 
Donna Taylor pursuant to that certain lelter agreement dated January 11, 1995, signed by 
Company. Payee. Donna Taylor and Cumer Green."). 
The [etter agreements subordinating both the principal and interest ob1i~ations to Reed 
were superseded by the Series A Preferred Shareholder Agreement (the "Series A Shareholder 
Agreement") dated July 1, 1996. whieh was executed by AlA Services. Donna Taylor and Reed 
in connection with the July 1. 1996 Stock Redemption Restructure Agreement. See February 21. 
2008 John Taylor AIT., Ex. B ("This Agreement supersedes and replaces the Letter Agreements 
in their entirety."). 
The Series A Shareholder Agreement provides that Reed's rights under the Note would 
still be subordinated 10 Donna Taylor's right to redemption of her Series A Preferred Stock: 
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Payment ofprincipaJ to Creditor on the S>6M Note (whether at 
maturity or at any earlier time in accordance with any right of 
prepayment) shaH be subordinated to payment in full of 
Company's obligation to redeem the Series A Preferred Stock. 
Companv shall not nay anv principal on the $61\'1 Note uutil the 
Series A Preferred Stock is cOJnplctclv redeemed (provided, 
however, that this limitation shall not preclude Company from 
exercising any contractual or equitable right ofoITset against the 
principal ofthe $6M Note.) 
Exhibit B. Section 3 (emphasis added). 
This "complete" subordination provision prohibits any principal payment on the 
subordinated debt at any time while the senior debt remains outstanding. Cufp v. Tri-Colillfy 
Tractor. fIlC., 112 Idaho 894, 897 (Ct. App. 1987) (holding that the failure to make a paymcnt 
prohibitcd by a complete subordination provision cannot constitute a default). In Culp, the junior 
creditor slled the debtor for failure to make timely interest payments on outstanding debt secured 
by notes. The court held that the complete subordination of the junior creditor's interest 
prevented a finding that the debtor's failure to perform under the note could be an event of 
default. ld. at 897. The court held that the failure to make a payment prohibited by a 
subordination agreement cannot be characterized as a default. and absent a default there: is no 
basis for suit or for the entry of judgment in favor ofthe:junior creditor. Id. at 898. The 
Supreme Court of Idaho agrees with the Court's finding in Cufp and has held that when one debt 
is senior to another debt in priority ofpaynlent, the infcrior debt may not be paid ahead of the 
senior debt. Blickeusfaffv. Clegg, 140 Idaho 572, 580 (2004). 
Thus, under the clear tenns ofthe Series A Preferred Shareholder Agreement, AlA 
Services is prohibited from paying any portion of the $6,000,000 principal until Donna Taylor's 
Series A Preferred Stock has been completely redeemed. That has not yet happened. At this 
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time, the principal balance owed to Donna Taylor is $443,478.48. See February 21,2008 John 
Taylor AfT .• ~ 6; Ex. C. 
Reed asks this court to make a partial summary judgment determination that the amount 
due and owing to Reed is $8,498,891.36. This request is premature and cannot be granted 
because the 56,000,000 principal cannot be paid to Reed until Donna Taylor's Series A P.eferred 
Shares arc completely redeemed. 
2. Donna Taylor~s and Reed's Unilateral Attempt To l\1odify The Series A 
Shareholder Agreement Has No Effect, Except To Void The Series A 
Sharebolder Agreement 
It is anticipated that Reed may attempt to escape the clear language of the Series A 
Shareholder Agreement by arguing that Reed and Donna Taylor have unilaterally modified the 
Senes A Shareholder Agreement. Indeed, Reed already asserted this argument in his Fifth 
Amended Complaint. See 1] 2.13 ("Donna Taylor, the holder ofthc Series A Preferred Shares in 
AIA Services. subordinated all of her rights to payment of tho redemption of her shares in favor 
o.fReed."). On December 1, 2006, Reed and Donna Taylor executed an agreement without the 
consent or knowledge of AlA. purportedly subordinating Donna Taylor's redemption rights to 
Reed's Note. See February 21,2008 John Taylor AfT., Ex. D. This agreement is void and 
unenforceable as it attempts to amend the 1996 Restructure Agreement without the consent of 
ALA Services. 
The Shareholder Agreement specifically provides that it cannot be modified without the 
written consent ofa1l parties to the Shareholder Agreement: 
No provision of this Agreement may be amended. modified, 
waived, or supplemented. except by a writing signed bv all parties 
to this Agreement. 
See ld at Ex. B (emphasis added). 
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This attempt by two parties to unilaterally modify a three-party contract is void and 
cannot be relied upon to escape the effeet ofthc Series A Shareholder Agreement. 
In fact, the only effect ofthe attempt to unilaterally modify the Series A Shareholder 
Agreement. is that the Series A Shareholder Agreement is now void. The Series A Shareholder 
Agreement provides. in peI1inent part: 
(g) Each provision of this Agreement is interdependent with 
and inseparable from every other provision hereof~ and eaeh 
covenant herein is given in consideration of every other covenant 
herein. Ifanyprovision of this Agreement is invalid., ilIega1. 
unenforceable or inapplicable to any person or circumstance to 
which it is intended to be applicable. in whole or in part, this entire 
Agreement shaH be void. 
[d. at p. 8 (emphasis added). 
Reed's actions in attempting to unilaterally modify the Series A Shareholder Agreement 
amount to an attempt to make certain provisions of the Series A Shareholder Agreement 
inapplicable or unenforceable. Under the clcar language of the contract, the Series A 
Shareholder AgreemenL "shall be void" under such circumstances. The effect oflhis voiding of 
thc Series A Sharc1101der Agreement is that the prior lettcr agreements that were superseded by 
thc Series A Shareholder Agreement arc back in effect. As explained above, those letter 
agreements, unlike the Series A Shareholder Agreement, subordinate Reed's right to payment of 
both principal and interest to Donna Taylor's right to complete redemption of her Series A 
Preferred Stock. Thus, AlA currently cannot make payments of either interest or principal to 
Reed. and any summary judgment dctermination as to an amount currently due and owing is 
premature. 
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C. The Amount Claimed By Reed As Currently Due Under The Note Is Incorrect 
Without offering any evidence whatsoever, Plaintiff asserts that the total amount due and 
owing to him is $8,498.891.36. This number is incorrcct. At least once per year. at Recd's 
request, AlA has provided Reed or Reed's accountant with a ledger showing payments made 
under the Note and the current principal and interest balance. Sec Affidavit of John Taylor. filed 
concurrently herewith, "if 5; Ex. E (attnching copies ofIedgers going back to 2002) 1. Reed has 
never disputed that he received the amount set forth in those ledgers. According to AlA's 
records, the total principal and interest due as of February 14.2008 was S8,436,229. Ie!. AlA 
concedes that interest accrues at lhe rate of S S 1,356.1 G per day. 
D. Reed's Request For I.R.C.P. S4(b) Certification Should Be Denied 
In addition to seeking a summary judgment ruling that the current amount due and owing 
under the Note is $8,498,891.36, Reed asks the Court to certify its order for 54 (b) certificalion. 
As an initial matter, any diSCUSSion of54(b) certification is premature because no summary 
judgment should be entered for the reasons sct forth abovc. Even if this Court were to grant 
Reed's motion for summary judgment, 54(b) certification would be inappropriate. 
I.R.C.P. 54(b) provides in relevant part: 
When more than one claim for rcHefrs presented in an action, 
whelher as a claim, counterclaim, cross-claim, or third party claim. 
or when multiple parties arc involved, the court may direct the 
entry of a final judgment upon one or more but less than all of the 
claims or parties only upon an express determination that there is 
no just reason for delay and upon an express direction for the entry 
of the j udgmcnt_ 
I Complete legcrs, going back as far as AlA has maintained them. have been provided to Reed 
through discovery. 
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Id. 
While the decision to deny or grant certification under LR..C.P. 54{b) is discretionary. the 
Idaho Supreme Court has "cautioned that LR..C.P. 54(b) certification should not be granted 
routinely. or as a matter of course; it should be reserved only for <the infrequent harsh case:" 
KO{[Jl v. Saillt Litke's Regional lvledical Center, 130 Idaho 323,328.940 P.2d 1142. 1147 (1997) 
{citations omitted). It is well established that "[t] he party requesting certification must show that 
it will suffer some hardship or injustice. or provide some other compelling reason why the 
certification should be granted." Ie!. Despite this burden, Reed makes no attempt whatsoever to 
explain why this case would be appropriate for 54(b} certification. Instead, Reed offers no more 
than a three sentence request for certification and a recital ofthe rule by stating that «There is no 
just reason to deIay entering a final judgment against AlA Services Corporation and certify the 
judgment in accordance with LR.C.P. 54(b){1)."2 See Plaintitrs Motion for Partial Summary 
Judgment. p. 3. 
Because PlaintiIThas failed in his burden of establishing that this case is one of the 
"infrequent" cases in which 54{b) certification is appropriate, Defendants need not respond any 
further. However, there arc several other reasons that 54{b) certification is inappropriate. 
First, I.R.C.P. 54(b) certification is not appropriate because Defendants have asserted 
counterclaims against Reed and those counterclaims have not yet been adjudicated. Defendants' 
counterclaims will serve as an offset to any judgment Reed obtains against Defendants. 
Moreover. Defendants' breach of fiduciary duty counterclaim js directly related to the Court's 
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summary judgment order in that Reed's breach of fiduciary duties owed to AlA negatively 
affected AlA's ability to comply with the original terms of the Note. The fact that these 
counterclaims remain pending weigh against 54(b) certification. See Joyce Livestock Co. v. 
Hulet, 102 Idaho i29. 130.627 P.2d 308, 309 (l98I) (reversing 54 (b) certification where 
counterclaims remained pending and there was no showing that "injustice would result should 
Joyce Livestock have to await collection of its judgment until disposition of the counterclaim"). 
Second, the! Idaho Supreme Court has repeatedly warned that S4(b) ce!rtification is not 
appropriate with re!gard 10 partial motions for summary judgment where: there! is some risk that 
the summary judgment order could be amended later in the case:. The reasons for this general 
rule were explained in Chrisfensell v. Potratz, 100 Idaho 352,597 P.2d 595 (1979), as follows: 
Ie!. 
Here we see no hardship, injustice, or compelling reason why the 
summary judgment here should be final, until such time as the 
entire case is dctennined . 
. . . [1]n the course of proceeding against the other named 
defendants, the other probable explanations of the cause of the 
explosion may be satisfactorily dispelled and an inference of 
negligence on the part of the respondent may once again be 
focused on his direction; in which case the trial court should not be 
bound. by an earlier final order. from entertaining an application to 
set aside the dismissal, or otherwise to alte., amend. rescind or 
change the summary judgment at any time before the enlry of 
judgment adjudicating all claims between the parties. Dawson v. 
A£ead, 98 Idaho I, 557 P.2d 595 (1976). The certification ofthe: 
summary judgment as a final order was therefore improvident and 
constituted an abuse of discretion by the trial court. 
2 Of course. "mere delay is not a hardship in and of itself, because LR.C.P. 54(b) contemplates 
that there will normally be a delay in cases involving mUltiple parties and molions." Ill. 
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The Idaho Supreme Court repeated this conclusion again in Milbank II/fill. Ills. Co. v. 
Carrier Corp_ l12 Idaho 27,28-29, 730 P.2d 947.948-49 (1986). There, in reversing a Rule 
54(b) certification. the Court explained: 
Id. 
We do not disagree with the district court that summary 
judgment appeared to be proper based on the record extant at the 
time the molion 'was argued; 110wever, we cannot agree that that 
judgment should have been made final by certification pursuant to 
LR.C.P. 54(b). Further investigation by Dr. Anderson. Dr. Blotter. 
and Barlow's experts may raise an inference of fault on the part of 
Carrier. So, too, might further examination of the numerous 
depositions involved in this case, a number of which were filed 
only days before the motion for summary judgment was argued 
and the district court issued its decision. In such a case the district 
court might determine to modify its ruling which granted summary 
judgment to Carrier. 
Piecemeal appeals arc disfavored. Carrier demonstrated no 
hardship or injustice reSUlting from delaying entry affinal 
judgment. The delay itself cannot constitute a hardship for 
purposes of Rule S4(b), since the: rule contemplates such delay 
absent a showing o["no just reason for delay" in order Lo fairly 
adjudicate liability and avoid piecemeal appeals. As we held in 
Christensell, Pichon. and recently in Bishop v. Capital Fillancial 
Services, 109 Idaho 866,868.712 P.2d 567,569 (1985). and Smith 
v. Whittier. 107 Idaho 1106, 1108, 695 P.2d 1245. 1257 (1985). 
under these circumstances, the granting ofa motion pursuant to 
Ru1e 54(b) is an abuse of discretion. 
Just as in the above-cited cases, there is no guarantee that the Court's summary judglllent 
order will not be amended as this case continues. Discovery is ongoing. Indeed, Reed has not 
yet produced a single document through discovery. Defendants have not yet taken Reed's 
deposition. Reed's counsel recently provided to AlA's counsel a list of forty-four individuals 
who Reed's counsel intends to depose. The factual record of this case is nowhere near complete, 
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and lhere is a likelihood that, as the facts develop, the Court will have reason to modify or 
completely vacate its grant of summary judgment. 
For these reasons, in addition to Reed's failure to establish any hardship, injustice or any 
other compelling reason why 54(b) certification should be granted, Reed's request for 54(b) 
certification should be denied. 
III. CONCLUSION 
For the foregoing reasons, Reed's motion for partial summary judgment as Lo the amount 
currently due and owing under the Note should be denied and Reed's request for 54 (b) 
certification should be denied. 
DATED THIS ~day of February, 2008. 
HAWLEY TROXELL ENN1S & HAWLEY LLP 
~ .. 4/-~~ ~itt ISB N6. 1486 
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AIA Insurance, Inc., and CropUSA 
, MEMORANDUM IN OPPOSITION TO PLAlNTlFF'S MOTION FOR SU1vIMARY 
JUDGMENT AGAINST AIA SERVICES CORPORATION FOR THE AMOUNT DUE ON 
THE PROMISSORY NOTE AND MOTION FOR RULE 54(B) CERTIFICATION OF 
JUDGMENT - 12 
40005.0000.11584!l21 
MEMORNDUM IN OPPOSITION TO PLAINTIFF'S MOTION FOR SUMMARY 
JUDGMENT AGAINST AlA SERVICES CORPORA nON FOR THE AMOUNT DUE 
ON THE PROMISSORY NOTE AND MOTION FOR RULE 54(B) CERTIFICATION 
OF JUDGMENT 21 ~() 
Hawley Troxell 2/28/2008 3:::>0 J:JAUt. .L'±/.L'± 
CERTIFICATE OF SERVICE 
[HEREBY CERTIFY that on this f)~day of February. 2008. I caused to be served a true 
copy of the foregoing MEMORANDUM VoPPOSITION TO PLAINTIFF'S MOTrON FOR 
SUMMARY JUDGMENT AGAINST AIA SERVICES CORPORATION FOR THE AMOUNT 
DUE ON THE PROMISSORY NOTE AND MOTION FOR RULE 54(B) CERTIFICATION 
OF JUDGMENT by the method indicated below. and addressed to each of the following: 
Roderick C. Bond 
Ned A. Cannon 
Smith. Cannon & Bond PLLC 
508 Eighth StreeL 
Lewiston. ID 83501 
[Attorneys for Plaintiff] 
David A. Gittins 
Law Office of David A. Gittins 
P.O. Box 191 
Clarkston. WA 99403 
[Attorney for Defendants Duclos and Freeman] 
Michael E. McNichols 
Clements Brown & McNichols 
321 13th Street 
Lewiston. ID 83501 
[Attorneys for Defendant R. John Taylor] 
Jonathan D. Hany 
Clark & Feeney 
P.O. Box 285 
Lewiston, ID 83501 
[Attorneys for Defendants Connie Taylor. James Beck 
and Corrine Beck] 
__ u.S. Mail. Postage Prepaid 
Hand Delivered 
__ Overnight Mail 
__ Telecopy 
-LEmail 
__ U.S. Mail, Postage Prepaid 
__ Hand Delivered 
__ Overnight Mail 
__ Telecopy 
-L-Email 
__ U.S. Mail, Postage Prepaid 
__ Hand Delivered 
__ Overnight Mail 
__ Telecopy 
-L-Email 
__ U.S. Mail, Postage Prepaid 
Hand Delivered 
__ Overnight Mai! 
__ Telecopy 
~Email 
James J. GatzioHs __ U.S. Mail, Postage Prepaid 
Charles E. Harper __ Hand Delivered 
QUARLES & BRADY LLP __ Overnight Mail 
500 West Madison Street. Suite 3700 __ Tclecopy 
Chicago, lllinois 60661-2511 ----L E-mail 
[Attorneys for Crop USA ]nsura~CC1~_ d1,. 
___ .. _ . __ -,.c _.... =- A-/ ba4Ll£ 
Gary D. Ba pitt 
MEMORANDUM IN OPPOSITION TO PLAINTIFF'S MOTION FOR SUMMARY 
JUDGMENT AGAINST AIA SERVICES CORPORATION FOR THE AMOUNT DUE ON 
THE PROMISSORY NOTE AND MOTION FOR RULE 54(B) CERTIFICATION OF 
JUDGMENT- [3 
oS 0005.0000.1158492.1 
MEMORNDUM IN OPPOSITION TO PLAINTIFF'S MOTION FOR SUMMARY 
JUDGMENT AGAINST AlA SERVICES CORPORATION FOR THE AMOUNT DUE 
ON THE PROMISSORY NOTE AND MOTION FOR RULE 54(B) CERTIFICATION 
OF JUDGMENT Z/(, I 
HaW ley Troxell 2/28/2008 3:36 
Gary D. Babbitt ISB No. 1486 
D. John Ashby ISB No. 7228 
HAWLEY TROXELL ENN1S & HAWLEY LLP 
877 Main Street. Suite 1000 
P.O. Box 1617 
Boise, ID 83701-1617 
Telephone: (208) 344-6000 
Facsimile: (208) 342-3829 
Email: gdb@hteh.com 
jash@hteh.com 
Attorneys for AlA Services CorporJLion and 
AlA Insurnnce. Inc. 
FILED 
18 Fa 28 Pit l. tf5 
IN THE DISTRICT COURT OF THE SECOND JUDICIAL DISTRICT 
OF THE STATE OF IDAHO, IN AND FOR THE COUNTY OF NEZ PERCE 
REED J. TAYLOR, a single person. 
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A[A SERVICES CORPORATION. an Idaho ) 
corporation; AlA rNSURANCE, INC., an ) 
Idaho cOIporJtion; R. JOHN TAYLOR and ) 
CONNIE TAYLOR, individually and the ) 
community property comprised thereof; ) 
BRY AN FREEMAN. a single person; JOLEE ) 
DUCLOS. a single person; CROP USA ) 
INSURANCE AGENCY. INC., an Idaho ) 
Corporation; and JAMES BECK and ) 
CORRINE BECK, individually and the ) 
community property comprised thereof. ) 
Defendants. 
) 
) 
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) 
Case No. CV-07-00208 
AFFIDAVIT OF JOHN TAYLOR IN 
OPPOSITION TO PLAINTIFF'S 
MOTION FOR SUMMARY JUDGMENT 
AGAINST AlA SERVICES 
CORPORATION FOR THE AMOUNT 
DUE ON THE PROMISSORY NOTE 
AFFIDAVIT OF JOHN TAYLOR IN OPPOSITION TO PLAINTIFF'S MOTION FOR 
SUMMARY JUDGMENT AGAINST ALA SERVICES CORPORATION FOR THE AMOUNT 
DUE ON THE PROMISSORY NOTE - ] 
40005.0006.1159571.1 
AFFIDAVIT OF JOHN TAYLOR IN OPPOSITION TO PLAINTIFF'S MOTION FOR 
SUMMARY JUDGMENT AGAINST AlA SERVICES CORPORATION FOR THE 
AMOUNT DUE ON THE PROMISSORY NOTE 
z/(, Z-
Hawley Troxell 2/28/2008 3:36 
Idaho corporation, 
Counterclaimants, 
vs. 
REED J. TAYLOR, a single person, 
Counlerdefend ant. 
) 
) 
) 
) 
) 
) 
) 
) 
) 
---------------------------------------
I, JOHN TAYLOR, duly swear and state: 
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1. This affidavit is based upon my personal knowledge. 
2. I am the President and CEO of AlA Services Corporation and AIA Insurance, Inc. 
3. Attached hereto as Exhibits A. Band C are true and accurate copies of certain 
letter agreements dated January 11,1995, July 18, 1995, and August 10,1995. 
4. Attached hereto as Exhibit D is a true and accurate copy ofa Promissory Note 
entered inlo on August I, 1995. 
5.· At least once per year, at Reed Taylor's request, AlA has provided Reed or 
Reed's accountant with a ledger showing payments ntade under the Note and the current 
principal and interest balance. Attached hereto as Exhibit E are true and accurate copies of AIA 
ledgers from 2002 through the present time reflecting interest payments made to Reed Taylor 
and the balance of principal and interest under the Promissory Note. Reed has never disputed 
that he received the amount set forth in these ledgers. According to AlA's records, the total 
principal and interest due as of February 14,2008 was S8,436,229. 
6. Additional ledgers showing the payments made to Reed Taylor have been 
provided to Reed through discovery. 
-2 
Further yo-ur affiant saycth naught. 
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This letter 3upersed!!s our January ll. 1995. letter except for those provision already accomplished 
andlor modified by your letter of March 22. 1995. This letter memorializes our further agreement 
cqnceming Danna J. Taylor's inrcrest ill AlA Setvtces Corporalion as the holder of irs Stated Value 
Preferred Stock and in the pending reorganizatioa of that company, including the contribution 'of 
additional capiral through a private placement or aurhori2:ed borrowing. 
L Your client will be entitled to nccc:lerale rhe [oral redemption obfigacion wirh respect 
to her preferred stock upon lapse of fifteen days after default in payment of the principi1i or jnterest. 
2. Funher. AlA Services Corporation's note or .:lny note payabl¢ to Reed J_ Taylor far 
approximately SG.OOO,OOO afthe purchasl:: price for his common shares wiIl be subardir:Ji1ced to the 
n::denlption rigills of your cliem so thal Reed J. Taylor wil[ rec~ive no pt"incipaf payments all $.:tid 
note until Donna Taylor's stock has been completely redeemed. Ree:d J. Taylor will receive no. 
interest paymellls 0 n th c note payable [0 him if paymenrs La Donna Taylor 'lre in defau II. Should 
EXHIBIT 
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Reed J. Taylor dire:::tIy or indirectly dfectuate a reduction or elimination onus nore in some &shiorr 
for consideration received from the" Corpora.tion, Donna Taylor's redemprion ob[igarion shan 
become due and fully payable. 
3. In the interim priono Donna Taylor being paid the SUm of $800,000 (other than from 
norrnala:monization). aU of your clien"~'s existing cfahns arc preserved. and discovery may continue. 
AlA Semces agrees [0 cooperare with you in setting a hearing, if such payment is not received 
within ninety (90) days after the Reorganization. 
4. This agreement contemplates that the Corporation will dose rhe .sale of 150.000 
shares of Series C Preferred Stock for $ 1.5 million. the contribution of oS 1. 5 rniHion to the Universe 
Life Insurance Company C'ULIC") and ULCe's disrribution of the srock of its subsidiary, AlA 
fnsurance. Inc., to the Corporation eReorganization"). 
Funds received by the corporation from adq![ionaI safes of Series C Preferred Stock or new 
authorized borrowing (or any combination thereaO in excess of such S 1. 5 million proceeds of rhc 
Reorganization shall be allocated as follows: 
0) The first S lOD.ODD shall be paid [0 Donna Taylor for reimbursement of 
professional fees incurred. 
(it) Tilt:: TIext 5"!.4 million will be paid in equal amounts. as received. to Donna 
Taylor and Reed Taylor until DOrlna Taylor has been paid S70D.OOO for redemption onIer 
Preferred Srock: (in addition [0 [he regular amortizulion payment). 
(iii) Thereafter, the nex:t 5800.000 shaH be paid to Reed Taylor until Reed Taylor 
has been pilid th"c full $ i.5 million downpayment for- redemption of his Common Stock. 
If Donna Taylor has nor been paid (he fill) S700.000 within ninelY (90) days following the: 
Reorganizalion, the Corporation's monthly payment ofim:t:rest on the Corpor-;.l.{ioo's approximate 56 
AtA0002289 
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million note payable to Reed shall be reduced to the amount ofmomhly payment to Donna T~y[or 
f"orredeJTlptioo ofhet" Preferred Stock~ and the excess amount ofsu~h interest payments due to Reed 
Tay[ot" shaH be act-TUeci and payable to Reed Taylor only if and after Donna Taylor has received lhe . 
full S70D.000 redemption payment_ 
Corporation agrees that it wlll nO[ grant any stock options. warrantS or other interest in 
~orporation's stock to Richard W_ Campanaro unfess und until Donna Taylor has received the fun 
5;700,000 redemption payme.nt and the Corpor<l.tion has obrained .$3_5 million in proceeds from rhe 
sale of Series C Preferred Srock or additional authorized borrowing or <lny combination [hereof. 
5. Conditioned upon the payment of such S800,000 to Donna Taylor, Donna Taylor 
re/eases AlA Services Corporation and irs subsidiaries, their respective officers, diceccors, 
shareholders. employees, affifiatc:s and other agents in Theil official capacities, f.om aU claims 
arising prior to closing of the Reorganization including. without.: limitation, hcr' asserlion of 
purported dissenter's righr~ in connection with the ~erHenniaJ transaction ilnd ail cl4ims against [he 
Carpora.tion w-hich are the subject at the various plcadings you have filed on behalf of your client 
in the divorce action (Case No_ 5l0B7} in Nez Perce County_ However. such release does not 
release Reed Taylor individually from his obligation ro Donna Tay[or arising from said divorce 
action. Further. Danna Taylor's rights <lnd rr:otections as a preferred shareholder which are set fOrlh 
in the Amended Articles oflncorporat!on shal1 be preserved. 
In addition, subject (0 rhe same condicions. Donna T<lylor consents to. and agrees that she 
wi!1 not assen: dissenter's righrs in connection ...vith, all corpOfilEC rransaCri0l15 necessary (0 effectuate 
the Reorganization, including (without limiration) amendmenc of the corporations's A.r1icles of 
Incorporation to authorize the creation of .he necessary preferred Slack aod warrants, the issuance 
of such securi!ie.s [Q the priva~t! placement invesrors. the use of the proposed Connden~ial Private 
AIA0002290 
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Cumer L. Green 
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P£a.cemenr Memorandum dared June 1, 1995. representing that your client has consented Ie aiL such 
trans.actions. and all other actions necessary to achir::ve [he capital s~ructure {as ofchedosing oflhe 
Reorganization} reflected in that Private Pfacemenl Memorandum_, 
6. If the corporation completely redeems your client's preferred stock, Donna Taylor 
completely releases All'.. Services Corporation and its subsidiaries. their respective officers. 
directors. shareholders. employees, affiliates and other agenl$, and Reed 1. Taytor as an individuaJ, 
from aU claims. 
If this fetter accur:arely stares our agreemenr, please sign and obtain your client's signature 
bdow. and fax a copy of this fuj[y executed fetter to us as soon as possible. Eberle Berlin and you 
will mutually prepare a draft ofa definitive settlement agreement incDI-porarion the foregoing terms 
and DIller-documents nc!;essary to effectuate the terms oftOis Agreen:tent. 
AfA0002291 
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Very trufy· yours, 
2/28/2008 3:36 
:Sd~ORAT10N 
; R~U0Ojl::::ay:;tot:r.j;j'-------­
R. TAYLOR 
BY~~~ 
D. TAYLOR 
By cfa~Qr J~-----:: 
Donna I. T.;#'kH, .0 
Richard V . Campanaro 
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EBERLE, BERLIN, KADtNGJ TURNBOV'" & McKLVEEN, 
CHARTERED 
Cumer L. Green, Esq. 
Green Law Offices 
P.O. Box. 2597 
Boise ID 83701-2597 
C-:';>.ITOt.. PA.Fi)( F'-t...A::tA 
:JOO NOF\':"H srx.T"H S~I=tC!:T 
?c':'T ornc:e: 80:tt I.:Jee 
Bor.5 ~I eOr'V"fO .6..::170J 
August lOr 1995 
Re: AIA Services CorporatioolDonna Taylor 
. Dear Cumer: 
TC_E::.PhONC 
l';:OOJ :l ........... a:t.,:J:t 
r..A.CSl~ )LC 
~O~} :l--Q,:,-z; 
..J""-_,=,, t..~ EaC .... UN 
Or Cou,...,;:.c.... 
T,his letter confirtns my understanding of our conversations subsequent to the execution 
and delivery of the July 18, 1995 letter agreement among AJ.A Services Corporation. Reed 
Taylor. Donna TayLor and Rich Campanaro. That letter provides that the corporation "will not 
g:ra..nt any stock options.' warrants or oilier interest in cOJ:poratioo's stock to Richard W. 
Campanaro unlc::ss and until Donna Taylor has received the full S700.000 redemption payment 
and the cO.Iporation has obtained $3.5 millioo in proceeds from the sale of Series C Preferred 
Stock or additional authorized borrowing or- any cpmbination thereof." Itis my understanding 
that.Y0u have agreed, and hereby request that you confirm by signing below and returning this 
letter. that this provision is nor intended fo affect and will not affect the corporatIon's obligation 
to issue to lvfr. Campanaro 50.000 shares of Series C Preferred Stock and attendant Series C 
Warrants for $500,000 cash in accordance with,.the terms· of the Investment Agreement dated 
June 30, 1995 among the Company and Messrs. Campanaro, Cashman and Beck. 
In addition', Section 9.e. of the June 30, 1995 TnvestmcntAgreement, as approved by the 
Board at the July 18\ 1995 meeting. contains the following condition precedent to closing of the: 
sale of Sl.5 million of Series C Preferred Stock and Warrants: 
e. QooQa Taylor Wctiyer and Buyout. The Company 
and Reed Taylor shall obtain a waiver in form and substance 
satisfact.ory to the Investors: (i) waiving any and all defaults. 
breaches and/or rights to,acceleration of the. payments that Donna 
Taylor may have been due'to her under any of her agreements 
with the Company; and (ri) stating that she has reviewed the Reed 
,Taylor Buyout-Agreement and that it is acceptable in its prescnt 
form and she will not make any claim for accelera,tion for her 
payments based on any term contained in the Reed Taylor Buyout 
Agreement or from the consummation of any of the transactions 
--------~ contemplatep therein. 
EXHIBIT 
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Menrs, Callnman and Book have Rtsa reqmu1:W Donna Ta.rIa~ls reaff!.rms.tlon that eO!'l!lht~nl 
wrth [he July 1 S, t 995 Le{tQr Asreem~nt ahe wruYe.s any objection to the. ltaOw..olinn~ re.qulred 
to accolti~lbh the rwrgantZJat\oI1 of the Company whIch wero- approved by the Beard of 
Dlr~t.orB At UA m.eetJns luly 18, 1995" ~I wr>H l!1; the Company"! ex.ohJ%nge: of $,01 Spooial 
Opt£oOll for Borjcli" C WlUTrl.ntll. 
We would apprqdi\lC! your conflrmJflB. by danlng below Rnd returnlng ful, letter, the 
w.uVlI:f.'l requll"Sd by the tnvsllor'$ u dllllc-r\aeo ;.bovc. In 11th. re:sud Ilnd ft\ reo:ourlltlon of' (he 
fina'l10la,1 eft'oots of the. n"IOrgan.11::lItlonl )Iou ind[cated a wJtilnBneu t.o renogolh~tQ the financial 
coverHmtl oO'nflllncl in A..c'tlr;;:10 Fourth of lb. Compltn>" J Arttctn bf rnaorporatlon re!a.tlng to the 
Setiea A P.referrerl Srock or eo moratorium on tJnfarcemont of the oul:'tent eavl!u!1nt5 for a -
.-cason.a1J1e time to enable the Company to fmpJ'tnllnt it tended bU8[nc51 pLan. 
PASU .. 
ttl! 1\. lol-In Ta;tlnr 
D'Ullt>l L. Spte.i::1= 
By my si,snature bedew, r con[$rm your underaUmdlng of OU1" g/lIcuu!omli and a.grocmcl\f~ 
as canWnEl'd .in ~he july lB. 1995 Let.!.=- As:ro.em.nt and "IS d=!tO:1b~ above. 
LV," 
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EiliibftA 
PROMISSORY NOTE 
$ 6,000,000 \ ,1995 
FOR VALUE RECEfVED, AIA Services Corporation, an Idaho corporation C'AlA'). 
hereby promises to pay to the order of Reed I. Taylor (the "Payee") the principal sum of Six 
Milfion Dollars ($6,000,000) together with accrued interest on the unpaid principal balance from 
the·d~te hereof at a per annum rate equal to eight and one quarter percent (8~%). 
This Note is the Promissory Note referred to in, and is entitled to rhe benefits of,. the 
Stock Redemption Agreement (the "Redemption Agreement") dated as of J v1. 2...""L-, 
1995 be1:\veen AIAand Payce. TenDS used but not defined herein have the mellllillg given to 
each such term in the Redemption Agreement. This Note is secured by the Stock Pledge 
Agreement by and between AlA and Payee, and by the Security Agreement by and between ALA 
and Payee. each of even date herewith (the "Stock Pledge Agreement" and rhe «Security 
Agreement," respectively). to which reference is made for a description of the collateral subject 
thereto. 
Payments ofintcrest onJy shall be made monthly in Jawful money oftJle United States in 
frnmediatefy avaiJable fimds commencing one month from the date hereof at the address of Payee 
to which notices are to be sent pursuant to the terms of the Redemption Agreement, or at such 
other prace as the holder hereof shalf designate in writing. The entire balance oIall principal and 
any acerued but unpaid interest shall be due and payable on the tenth anniversary anne date of 
this Note. 
This Note may not be prepaid in whole o. in part without the prior 'written consent of 
Payee. 
It is expressly provided that if(i) a default is made in the punctual payment of monthly 
interest hereunder and continues lor more than five (5) business days after the receipt of""ritten 
notice of silch default., or (Ii) a default occurs under !.he Stock Pledge Agreement Dr Security 
Agreement, Dr the Consulting Agreement or Noncompetilion Agreement bet\veep AlA and 
Payee. and such defuult continues after the expiration of any applicable cure period. or an Event 
of Default under !be Redemption Agreement occurs andAIA .fails to cure the same .... vitbin thirty 
days after the receipt of written notice of such default, then the entire remaining unpaid balance 
ofprincipal and all interest accrued thereon may. at the option of the holder hereof. be declared 
to be inu:nediately due and payable without notice {the "Acceleration'; and the lien given to 
secure its payment may be foreclosed. 
EXHIBIT EXHIBIT A 
D 
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This Note is subordinate 10 the payment oflhe redemption obligations owed by Company 
to Donna Taylor pursuant to that certain letter agreement dated January II. 1995, signed by 
Company. Payee, Donna Taylor and Cwner C-reen. 
Except as otherwise expressly provided herem, the undersigned and all endorsers and all 
persons Hable or to become liable on this Note hereby (a) waive dilige.nce. presentment, demand. 
protest, and notice of any kind, (b) consent 10 any and ail renewals and extensions jn the time of 
payment hereof; (c) waive any right 10 offset against amounts due to Payee hereunder any 
amounts due to the undersigned pUrsuaJJt (0 the Redemption Agreement or any agreement (or 
exhibit thereto) listed therein. and (d) agree that at any time the terms ofpa:rment hereof may be 
modified or security released. ,vithout affecting the lia"i?ility of any party to this Note or of any 
person liable or to becomr liabIe with respect to any indebtedness evidenced hereby. 
ln the event this Note is placed in the hands ofan attorney for collection. or suit is 
brought on the same, or the same is collecled tJu-ough bankruptcy or other jud~cia1 proceedings. 
then the undersigned agrees and promises to pay reasonable attorney fees and collection costs 
incurred in conneetion therewith. including all ou(--of-pocket expenses incurred by the holder 
hercof, with or without suit;, on appeal or in bankruptcy or other insolvency proceedings. 
AIA acknowledges receipt of the following notice: 
ORAL AGREEMENTS OR ORAL COMMITM:ENTS TO LOAN MONEY, 
EXTEND CREDIT, OR TO FORBEAR FROM ENFORCING REPAY1'I1ENT OF A 
DEBT ARE NOT ENFORCEABLE UNDER IDAHO LA 'V. 
AiA SERVICES CORPORATrON 
I35679B .. M44 
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RODERICK C. BOND 
NED A. CANNON, ISBA #2331 
SMITH, CANNON & BOND PLLC 
Attorneys for Plaintiff Reed J. Taylor 
508 Eighth Street 
Lewiston, Idaho 83501 
Telephone: (208) 743-9428 
Fax: (208) 746-8421 
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IN THE DISTRICT COURT OF THE SECOND JUDICIAL DISTRICT OF THE 
STATE OF IDAHO, IN AND FOR THE COUNTY OF NEZ PERCE 
REED 1. TAYLOR, a single person, 
Plaintiff, 
v. 
AlA SERVICES CORPORATION, an Idaho 
corporation; AlA INSURANCE, INC., an Idaho 
corporation; R. JOHN TA YLOR and CONNIE 
TA YLOR, individually and the community 
property comprised thereof; BRYAN 
FREEMAN, a single person; JOLEE DUCLOS, 
a single person; CROP USA INSURANCE 
AGENCY, INC., an Idaho Corporation; and 
JAMES BECK and CORRINE BECK, 
individually and the community property 
comprised thereof; 
Defendants. 
Case No.: CV-07-00208 
PLAINTIFF REED TAYLOR'S 
RESPONSE IN OPPOSITION TO AlA 
SERVICES CORPORATION AND 
AlA INSURANCE'S MOTION FOR 
RECONSIDERATION AND 
CLARIFICATION AND REQUEST 
FOR INTERLOCUTORY APPEAL 
AND REPLY IN SUPPORT OF 
MOTION FOR SUMMARY 
JUDGMENT ON AMOUNT DUE 
AND RULE 54(B) CERTIFICATION 
OF FINAL JUDGMENT 
Plaintiff Reed J. Taylor ("Reed") submits this Response in Opposition to AlA Services 
Corporation and AlA Insurance, Inc.' s (collectively "AlA Services") Motion for 
Reconsideration and Clarification and Request for Certification for Interlocutory Appeal and 
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ORIGI 
Reply in Support of Reed's Motion for Partial Summary Judgment on Amount Due and Rule 
54(b) Certification of Final Judgment: 
I. INTRODUCTION 
As the Court found when it granted Reed's Motion for Partial Summary Judgment, there 
is still no genuine issue of material fact regarding AlA Services default of the Promissory Note, 
default of the Amended Stock Pledge Agreement, and the unenforceability of the alleged oral 
modification. 
In its Motion for Reconsideration, AlA Services does nothing more than submit new 
sham, inadmissible, and irrelevant evidence and asserts new arguments which lack merit. As 
Reed has demonstrated that the Court properly granted partial summary judgment, there is no 
just reason to delay entering judgment against AlA Services Corporation and certifying the 
judgment as a final money judgment. 
II. LEGAL AUTHORITY AND ARGUMENT 
Reed incorporates by reference into this Response all legal authority, arguments, and 
evidence set forth in his Motion for Partial Summary Judgment, Affidavits in Support of 
Summary Judgment, and Reply in Support of Partial Summary Judgment. 
A. The Court Properly Granted Reed's Motion for Partial Summary Judgment. 
1. AlA Services Failed to Create An Issue of Material Fact. 
"[T]he nonmoving party must submit more than just conc1usory assertions that an issue 
of material fact exists to withstand summary judgment ... [and] [a] mere scintilla of evidence or 
only slight doubt as to the facts is not sufficient to create a genuine issue of material fact for 
purposes of summary judgment." Finholt v. Cresto, 143 Idaho 894, 155 P.3d 695 (2007)(citing 
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Jenkins v. Boise Cascade Corp., 141 Idaho 233, 238, 108 P.3d 380 (2005)). 
Other than evidence of Reed receiving payments of interest that he was entitled to receive 
under the terms of the $6,000,000 Promissory Note ("Promissory Note" or "Note"), AlA 
Services has failed to submit sufficient evidence or legal authority necessary to avoid summary 
judgment. 
AlA Services has been afforded two chances of creating an issue of fact and has failed in 
to do so in both opportunities. 
2. Contrary to AlA Services' Assertion, the Judge Is Permitted to Arrive at the 
Most Probable Inferences Based Upon the Undisputed Evidence Properly 
Before Him. 
"The District Judge is allowed on summary judgment to arrive at the most probable 
inferences based upon the undisputed evidence properly before him." Fullerton v. Griswold, 
136 P.3d 291,296,136 P.3d 291 (2006) (emphasis added). 
Here, the most probable inferences based upon the admissible undisputed evidence before 
the Court can lead to only one conclusion: AlA Services is in default of the Promissory Note 
and the Amended Stock Pledge Agreement, and the alleged oral modification fails as a matter of 
law because it is too indefinite and uncertain. 
B. The Court Did NOT Err When Its Failed to Specifically Address Waiver or the 
Series A Preferred Shareholder Agreement Because the Court Is NOT Required to 
Make Any Findings in Its Partial Summary Judgment Order. 
"Findings of fact and conclusions oflaw are unnecessary ... on decisions of motions under 
Rule 12 or 56 ... " I.R.C.P.52(a). 
The Court did not error when it did not specifically address waiver or the Series A 
Preferred Shareholder Agreement in its Opinion and Order. The Court was not required to make 
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any findings of fact or conclusions of law in its Order. The Court's Opinion and Order was, and 
still is, proper and warranted based upon the law and evidence. 
C. The Court Properly Considered the Series A Preferred Shareholder Agreement. 
In Reed's Motion for Partial Summary Judgment, the Court properly considered the 
Series A Preferred Shareholder Agreement and that Donna Taylor subordinated her right to 
payment in favor of Reed. I See Reed's Motion for Partial Summary Judgment, p. 4. 
The Series A Preferred Shareholder Agreement's sole purpose was subordinate in favor 
of Donna Taylor to ensure that AlA Services paid Donna Taylor in full prior to the payment of 
the principal on Reed's Promissory Note.2 See Affidavit of R. John Taylor dated February 21, 
2008, Ex. B. 
1. Donna Taylor Subordinated Her Priority Rights to Reed. 
"A subordination agreement is merely a contractual modification of the priorities that 
would otherwise exist." 68 A AmJur.2d, Secured Transactions § 794 (2001). "Only the person 
entitled to priority may agree to subordinate his interest to that of another creditor." 68 A 
Am.Jur.2d, Secured Transactions, § 792 (2001). 
I.C. § 28-9-339 also specifically addresses subordination: "PRIORITY SUBJECT TO 
SUBORDINATION. [t]his article does not preclude subordination by agreement by a person 
entitled to priority." Id (emphasis in original). Significantly, the Official Comment to I.C. § 28-
9-339 also specifically addresses subordination: "This section makes it entirely clear that a 
I See Affidavit of Reed J. Taylor filed on February 26, 2007, Ex. 0 (Reed Taylor's Motion for Partial 
Summary Judgment inadvertently substituted "Roderick C. Bond" in place of "Reed J. Taylor" in the original 
Motion). 
2 Interestingly, AlA Services provides no explanation why Donna Taylor has not been paid as required in 
accordance with the Series A Preferred Shareholder Agreement. Even so, AlA Services attempts to persuade the 
Court that the Series A Preferred Shareholder Agreement provides a mechanism for it to not have to pay Donna or 
Reed Taylor. 
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person entitled to priority may effectively agree to subordinate its claim." I.C. § 28-9-339 
(emphasis added). 
Donna Taylor, not AlA Services, enjoys the exclusive right to subordinate her right to 
priority to another person. As a result, Reed and Donna Taylor have the right to subordinate the 
payment of their respective debts without any consent from AlA Services. Under the terms of 
the Subordination Agreement, Donna Taylor expressly subordinated all of her rights to priority 
in payment in favor of Reed: 
Donna agrees to unconditionally and irrevocably subordinate all amounts and irrevocably 
subordinate all amounts and obligations owed to her under the Series A Preferred 
Shareholder Agreement ... to be junior to all payments (including principal and interest), 
obligations, rights, and/or remedies owed to Reed ... Reed shall be entitled to collect all 
amounts owed to him before Donna's preferred A Shares of AlA Services are 
redeemed or any further payments are made to Donna. The effect of this 
Agreement shall be to permit Reed to collect, litigate, obtain judgment, and/or 
enforce any and all rights and remedies which related in any way to the $6 Million 
Promissory Note, plus all accrued interest, costs, expenses, and attorneys' fees owed to 
Reed. 
Affidavit of Reed J. Taylor filed on February 26, 2007, Ex. 0 (emphasis added). 
AlA Services attempts to create an issue of fact by submitting irrelevant letter agreements 
pertaining to Donna Taylor, which were superseded by the Series A Preferred Shareholder 
Agreement. Significantly, it is clear that the letters and Series A Preferred Shareholder 
Agreement were executed to protect Donna Taylor, and all of these agreements are moot because 
of the Subordination Agreement between Reed and Donna Taylor. 
Donna Taylor subordinated her right to priority in payment to Reed in the manner legally 
available to any creditor. Moreover, by subordinating her right to payment, Donna Taylor is 
promoting judicial economy and preventing her from being an additional required plaintiff in this 
action. 
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2. AlA Services Cites No Legal Authority to Support Its Flawed Argument that 
the Subordination Agreement between Reed and Donna Taylor Is Invalid 
and Not Enforceable. 
AlA Services incorrectly argues, without citing any legal authority, that the 
Subordination Agreement between Reed and Donna Taylor is "void and cannot be relied 
upon ... " See AlA Services Memorandum of Law in Support of Reconsideration, p. 6. 
AlA Services' argument fails as a matter of law because creditors have the express legal 
right to enter into agreements among one another to subordinate their debt in the manner they 
unilaterally deem appropriate. See I.C. § 28-9-339; 68 A AmJur.2d, Secured Transactions, § 
792 (200 1); 68 A Am.Jur.2d, Secured Transactions § 794 (200 1). 
The Subordination Agreement between Reed and Donna Taylor IS a valid and 
enforceable subordination between them. AlA Services' argument lacks merit. 
3. Even If Donna Taylor Had Not Subordinated Her Right to Payment, Reed 
Would Still Be Entitled to Partial Summary Judgment. 
Assuming that Donna Taylor had not subordinated her right to priority to Reed and AlA 
Services was not in default of the Series A Preferred Shareholder Agreement, Reed is still 
entitled to partial summary judgment as ordered by the Court. The Series A Preferred 
Shareholder Agreement does not prevent a default resulting from AlA Services' failure to timely 
pay interest to Reed as required, and, subsequently, has no effect on the Court's Order. See 
Hearing, Ex. A and C. 
Even if Donna Taylor had not subordinated her priority right to Reed, the only effect 
would be that Reed would only be entitled to entry of a final judgment for the accrued interest. 
Reed would still be entitled to partial judgment against AlA Services and still be entitled to 
exercise his contractual rights. See I.C. § 28-9-601; Hearing, Ex. C, pp. 7-8. 
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4. The Cases Cites by AlA Services Are Distinguishable and Support Reed. 
In support of its flawed argument, AlA Services cites a string of cases that only support 
Reed and Donna Taylor's right to subordinate. See Culp v. Tri-County Tractor, Inc., 112 Idaho 
894, 736 P.2d 1348 (Ct. App. 1987) (holding that party was not in default because a 
subordination agreement expressly prohibited the payment of interest and principal) (emphasis 
added); Blickenstaffv. Clegg, 140 Idaho 572, 97 P.3d 439 (2004); Provident Federal Savings 
and Loan Association v. Idaho Land Developers, 114 Idaho 453, 456, 757 P.2d 716 (Ct. App. 
1988) (holding that a subordination agreement unambiguous and "clearly provides a first priority 
status to the plaintiff'). 
The cases cited by AlA Services in support of its misplaced argument are simply not 
applicable to the facts before the Court. Interestingly, AlA Services' cases do nicely illustrate 
the operation and effect of subordination agreements and fully support the obligation of AlA 
Services to comply with the legal effect of the Subordination Agreement between Donna and 
Reed Taylor. 
D. AlA Services Has Submitted Sham and Inadmissible Evidence. 
Affidavits opposing summary judgment must set forth facts as would be admissible in 
evidence. LR.C.P.56(e). A party has the right to object to evidence prior to such evidence being 
admitted by the trial court: 
The time for the trial court to rule on the admissibility of evidence is after the party 
against whom it is offered has had an opportunity to object ... [a] party must be given an 
opportunity specifically to object to the introduction of evidence and is entitled to a ruling 
thereon by the trial judge. 
Theesen v. Continental Life & Acc. Co., 90 Idaho 58, 62, 408 P.2d 177 (1965). "[A]ny 
redundant, immaterial, impertinent, or scandalous matter" may be stricken by the court. LR.C.P. 
REED'S RESPONSE IN OPPOSITION TO AlA'S MOTION FOR RECONSIDERATION 
AND REPLY IN SUPPORT OF REED'S MOTION FOR SUMMARY JUDGMENT -7 
12(f). 
A trial court may exclude evidence offered by a party on its own authority without a 
motion to strike or an objection made by opposing counsel. Hecla Mining Co. v. Star-Morning 
Mining Co., 122 Idaho 778, 782-83, 839 P.2d 1192 (1992). 
In support of AlA Services' Motion for Reconsideration, R. John Taylor ("John") 
submits a new Affidavit which contradicts earlier testimony and contains significant 
inadmissible and irrelevant evidence. Reed objects to John's newest Affidavit to the extent of 
the inadmissible and sham portions of the Affidavit and requests that such portions be stricken. 
1. AlA Services Cannot Avoid Summary Judgment By Submitting an Affidavit 
that Contradicts Earlier Testimony. 
A party may not create an issue of material fact by an affidavit contradicting his prior 
deposition testimony. Kennedy v. Allied Mut. Ins. Co., 952 F.2d 262, 266-67 (9th Cir. 
1991)(Holding that the utility of summary judgment would be greatly diminished if a party 
examined at great length on deposition could raise an issue of fact simply by submitting an 
affidavit contradicting prior testimony). 
John submitted two affidavits In which he testified as to the terms alleged oral 
modification prior to the hearing held on March 1, 2007. Later, John testified regarding the 
alleged oral modification at the Preliminary Injunction Hearing held on March 1,2007. Finally, 
John testified regarding the terms of the alleged oral modification at his deposition taken on 
August 29,2007.3 
III 
3 Interestingly, John Taylor was deposed on January 28-30, 2008, and AlA Services did not refer to the 
deposition or submit any transcripts from the deposition as new evidence in support of any of its arguments. 
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After all of John's extensive past testimony, he now provides the following additional 
and contradictory terms regarding the alleged oral modification: 
... Reed expressly stated that he would accept reduced interest payments of $25,000 per 
month without declaring a default of the Note or the related Stock Redemption 
restructure Agreement. Reed further expressly sated that he would not declare a default 
with regard to the $6 Million principal until AlA and Crop USA reached $60 million in 
new business placements. 
Affidavit ofR. John Taylor dated February 21, 2008, ~ 9 . 
.. . Because of Reed's insistence, and in reliance on Reed's waiver of his right to declare a 
default until the companies had reached $60 million in new business placements, AlA 
elected not to sell this new health insurance product ... 
Id. at p. 5, ~ 15 . 
... In reliance on Reed's express waiver that he would not require payment of principal 
(or declare a default) until the companies reached $60 million in new business 
placements, AlA ceased its efforts to obtain financing on its own ... 
Id. at p. 6, ~ 16. 
John's testimony, including the testimony set forth above, is contradictory in several 
respects. First, John never previously testified that Reed allegedly agreed to not put AlA 
Services in default until the companies reached $60 Million in premiums. He also testified that 
Reed had allegedly agreed to not be paid accrued interest until the companies reached $30 
Million in premium and allegedly agreed not to be paid principal until the companies reached 
$60 Million in premiums. Second, John testified that the remaining terms of the Promissory 
Note remained valid (which would include the right for Reed to declare a default if a monthly 
interest payment was not timely paid).4 Third, John previously testified that AlA Services was 
obligated to pay $15,000 in cash and Reed's employees' salaries totalling approximately $25,000 
4 This is the first time John has unequivocally testified that AlA Services would pay Reed exactly $25,000 
per month. AlA Services has never paid Reed exactly $25,000 per month. See Hearing, Ex. AJ. 
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per month. Fourth, John's testimony also contradicts his earlier testimony that AlA Services 
would pay all accrued interest to Reed when the companies reached $30 Million in premiums.s 
Finally, this testimony is also objectionable based upon the reasons set forth below. 
2. Other Portions of John's Affidavit Are Also Inadmissible and Should Be 
Stricken. 
Portions of affidavits which are argumentative, lack foundation, speculative, conclusory, 
inaccurate, unfounded, and/or unsupported should be stricken. R. Homes Corp. v. Herr, 142 
Idaho 87, 93-94, 123 P.3d 720 (Idaho App. 2005); Sprinkler Irrigation Company, Inc. v. John 
Deere Insurance Company, Inc., 139 Idaho 691, 697, 85 P.3d 667 (2004). The summary 
judgment affidavit requirements are not satisfied by an affidavit that is conclusory, based on 
hearsay, lacks foundation, and not supported by personal knowledge. Polsey v. Ford Motor 
Credit Co., 141 Idaho 477, 111 P.3d 162 (Ct. App. 2005). 
Evidence must be relevant. LR.E. 402. "Although relevant, evidence may be excluded if 
its ... outweighed by the danger of unfair prejudice, confusion of the issues ... or by considerations 
of delay, waste of time, or needless ... cumulative evidence." LR.E. 403. Hearsay is not 
admissible evidence. LR.E. 802; Sprinkler Irrigation Co. v. John Deere Ins. Co., 139 Idaho 691, 
85 P.3d 667 (2004). 
Legal opinions and conclusions of law contained in an affidavit may not be considered 
and should be stricken. Tortes v. King County, 119 Wn. App. 1, 12-14,84 P.3d 252 (2003). A 
party's subjective, undisclosed intent is immaterial to the interpretation of a contract and 
5 John testified (and AlA Services has not disputed) that the remaining terms of the Note remained intact 
and that Reed would be paid all accrued interest when the companies reached $30 Million in premium. Thus, under 
the terms of John's prior testimony, Reed would be entitled to declare a default on the alleged oral modification if 
AlA Services did not timely pay all accrued interest when companies reached the $30 Million premium target or if 
AlA Services missed a monthly interest installment under the alleged oral modification. 
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irrelevant. 17 AmJur.2d, Contracts, § 347 (2004). 
In the spirit of brevity, Reed will not recite separately all of his objections to John's 
objectionable testimony. Reed objects to John's entire Affidavit for all of the reasons stated 
above and requests that the Court strike or disregard the portions of the Affidavit and any other 
evidence that is inadmissible. AlA Services is submitting inadmissible and irrelevant evidence 
through John's Affidavit in an inappropriate effort to avoid partial summary judgment.6 
E. The Court Properly Determined that AlA Services' Alleged Waiver and Estoppel 
Defenses Failed as a Matter of Law. 
The Court correctly determined that AlA Services' waiver and estoppel defenses failed as 
a matter oflaw. 
As a preliminary statement, it is one situation for AlA Services to allege that Reed 
waived a single contract provision, but it is an entirely different situation to alleged Reed waived 
most every provision in the Promissory Note, Amended Stock Pledge Agreement, Amended 
Security Agreement, or Stock Restructure Redemption Agreement. There is no logic, legal 
basis, or evidence to support AlA Services' argument. 
Waiver and estoppel both require detrimental reliance. Even with John's newest 
Affidavit, AlA Services has failed to present any evidence of detrimental reliance. The only 
alleged evidence of any alleged detrimental reliance involves Crop USA-the same company 
AlA Services holds no ownership interest and has funded from day one, yet is not liable for the 
Promissory Note. AlA Services' alleged failure to sell new health insurance is flawed for the 
same reason. There can be no detrimental reliance resulting from forming and operating Crop 
6 Reed requests that the Court require John to pay Reed's attorney fees and costs incurred responding to 
AlA Services' Motion for Reconsideration based upon John submitting his Affidavit in bad faith as provided in 
I.R.C.P.56(g). Because AlA Services' Motion for Reconsideration pertains to summary judgment, an award of fees 
is appropriate and warranted, particularly based upon the sham evidence contained in John's Affidavit. 
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USA with AlA Insurance's funds and assets, particularly when such reliance would be the 
detriment of Reed and any other person holding a pecuniary interest in AlA Services. 
AlA Services can point to no admissible evidence that expressly indicates that Reed 
waived any of his rights. Reed's acceptance of payments of money owed to him mean nothing. 
Reed will not reargue the issue of waiver or estoppel because the defenses still fail as a matter of 
law. Reed directs the Court to his prior briefing on waiver and estoppel and will not brief the 
issue further. 
1. Even if AlA Services Could Satisfy the Elements Required for Waiver, AlA 
Services' Waiver Argument Fails Because It Is Based Upon an 
Unenforceable Alleged Oral Modification. 
A waiver defense fails as a matter of law when the alleged waiver is based upon an 
agreement that is too vague or indefinite. Sawyer v. Citizens and Southern Nat. Bank, 164 
Ga.App. 177, 296 S.E.2d 134, 138 (1982)(holding that waiver failed as a matter of law because 
"[t]he purported extension agreement in the instant case was too vague to be enforceable ... and 
the trial court did not err in granting summary judgment ... for the amount due under the 
contract."). 
Here, AlA Services' waiver defense is based upon the alleged oral agreement that "Reed 
has waived any rights to declare a default under the Note until the companies have reached $60 
Million in new business placements." AlA Services' Memorandum in Support of Motion for 
Reconsideration, p. 6. AlA Services waiver defense fails as a matter of law because it is based 
upon terms of the alleged oral modification-the same terms that the Court properly found were 
are too indefinite and uncertain to be enforceable (i.e., $60 Million in premium placements may 
never be reached by the companies). 
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2. Even if Reed Had Waived Any Prior Defaults (which the evidence does not 
support), Such a Waiver Does Not Constitute Waiver of Future Defaults. 
A waiver of a past default does not prevent a creditor from asserting his rights on any 
subsequent default. Pattyn v. Favers, 133 Mont. 560,327 P.2d 818,820 (Mont. 1958). 
In Pattyn v. Favers, the Montana Supreme Court held that a "waiver or indulgence of a 
particular default would not operate as a waiver of any subsequent default." ld. 
Here, even if AlA Services had presented evidence that Reed had waived his right on 
prior defaults, Reed is not barred from reasserting his rights to subsequent defaults. In fact, even 
if Reed had waived any past defaults, he reasserted his contractual rights through the notice of 
default he provided AlA Services on December 12, 2006. See Hearing, Ex. F. Reed provided 
AlA Services over 45 days to cure the defaults before filing suit, and AlA Services failed to 
timely cure the defaults. 
F. The Court Properly Granted Reed's Motion for Partial Summary Judgment 
Because AlA Services is in Default of the Original Promissory Note and the Alleged 
Orally Modified Version of the Promissory Note. 
Under any possible scenario, AlA Services was in default of the original Promissory Note 
and the alleged orally modified version of the Promissory Note, and, consequently, the Amended 
Stock Pledge Agreement. See Reed's Motion for Partial Summary Judgment and Reply. It is 
unnecessary for Reed to re-argue this issue further as it was succinctly briefed in his Motion. 
G. The Statute of Frauds Bars the Alleged Oral Modification. 
As explained in Reed's Motion for Partial Summary Judgment and Reply in Support of 
Partial Summary Judgment, parties may only orally extend the time for payment, not change 
material terms. Kelly v. Hodges, 119 Idaho 872, 875, 811 P .2d 48 (Ct. App. 1991). 
III 
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As a matter of law, the alleged oral modification would change material terms of the 
Promissory Note and the Amended Stock Pledge Agreement, and is barred by the statute of 
frauds. 
H. John's Terms of the Alleged Oral Modification Do Not Constitute an Enforceable 
Oral Modification. 
1. AlA Services Has Failed to Provide Any Legal Authority that an Uncertain 
and Indefinite Oral Modification is Valid and Enforceable. 
After a thorough analysis, the Court properly found that the alleged oral modification 
failed as a matter of law. Reed will not revisit the issue or waste the Court's time as the alleged 
oral modification still fails as a matter of law based upon its indefiniteness (i.e., Reed allegedly 
promised to not put AlA Services in default until AlA Services and Crop USA reached $60 
Million in premiums). 
I. AlA Services Has Not and Cannot Meet the Required Burden for an Interlocutory 
Appeal. 
Although AlA Services has not formally moved the Court for an order permitting an 
interlocutory appeal, AlA Services cannot meet the burden required for an interlocutory appeal. 
Idaho Appellate Rule I2(a) provides: 
(a) Criteria for Permission to Appeal. Permission may be granted by the Supreme 
Court to appeal from an interlocutory order or decree of a district court in a civil 
or criminal action, or from an interlocutory order of an administrative agency, 
which is not otherwise appealable under these rules, but which involves a 
controlling question of law as to which there is substantial grounds for difference 
of opinion and in which an immediate appeal from the order or decree may 
materially advance the orderly resolution of the litigation. 
ld. In Rudell v. Todd, 105 Idaho 2, 665 P .2d 701 (1983), the Idaho Supreme Court 
explained the intent, purpose and limitations ofLA.R. 12: 
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I.A.R. 12 was adopted by the Court in 1977 and implemented a procedure similar 
to an appeal from an interlocutory order from a federal district court to a court of 
appeals under 28 U.S.C. § 1292(b) and Rule 5 ofthe Federal Rules of Appellate 
Procedure for the United States Courts of Appeal. " The basic criteria for 
consideration of such an appeal by certification from an interlocutory order under 
Rule 12 is that the order "involves a controlling question oflaw as to which there 
is substantial grounds for difference of opinion," and that an immediate appeal 
from the order "may materially advance the orderly resolution of the litigation .... " 
In accepting or rejecting an appeal by certification under I.A.R. 12, this Court 
considers a number of factors in addition to the threshold questions of whether 
there is a controlling question of law and whether an immediate appeal would 
advance the orderly resolution of the litigation. It was the intent ofI.A.R. 12 to 
provide an immediate appeal from an interlocutory order if substantial legal issues 
of great public interest or legal questions of first impression are involved. The 
Court also considers such factors as the impact of an immediate appeal upon the 
parties, the effect of the delay of the proceedings in the district court pending the 
appeal, the likelihood or possibility of a second appeal after judgment is finally 
entered by the district court, and the case workload of the appellate courts. No 
single factor is controlling in the Court's decision of acceptance or rejection of an 
appeal by certification, but the Court intends by Rule 12 to create an appeal in the 
exceptional case and does not intend by the rule to broaden the appeals which 
may be taken as a matter of right under I.A.R. 11. 
Budell, 105 Idaho at 3-4 (emphasis added). 
As held in Budell, the standards for permissive interlocutory appeal under I.A.R. 12 must 
rise to the level of a substantial legal issue of public interest or a legal issue of first impression 
and that it is an exceptional appellate procedure. Here, none of these standards exist. In fact, 
AlA Services has not even alleged any of the required standards. 
AlA Services' request for interlocutory appeal should be denied because they have not 
and cannot establish the required criteria for a permissive interlocutory appeal. This case does 
not involve a substantial legal issue of public interest or a legal issue of first impression as 
contemplated by I.A.R. 12 and the Idaho Supreme Court. 
III 
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J. The Court Should Grant Reed's Motion to Dissolve Preliminary Injunction. 
Prior to the hearing set for AlA Services' Motion for Reconsideration, Reed moved the 
Court to dissolve the preliminary injunction against him. The Court concluded that Reed's 
Motion was premature in light of AlA Services' Motion for Reconsideration. 
Based upon AlA Services' failure to demonstrate that its Motion for Reconsideration 
should be granted, Reed requests that the Court dissolve the preliminary injunction against his in 
the manner requested in his Motion so that he may pursue his contractual and legal rights. See 
I.C. § 28-9-601; Hearing, Ex. C, pp. 7_8.7 
K. The Court Should Grant Reed's Motion for Partial Summary Judgment on Amount 
Due and Certify the Judgment as a Final Money JUdgment. 
1. Donna Taylor Has Rightfully and Legally Subordinated Her Right to 
Payment in Favor of Reed. 
As discussed above, Donna Taylor subordinated her right to priority in favor of Reed. 
See Affidavit of Reed J. Taylor filed on February 26, 2007, Ex. 0; see also I.e. I.C. § 28-9-339; 
68 A AmJur.2d, Secured Transactions, § 792 (2001); 68 A Am.Jur.2d, Secured Transactions § 
794 (2001). 
AlA Services' argument fails as a matter of law. Reed is entitled to partial summary 
judgment on the amount due. 
2. Even if the Series A Preferred Shareholder Agreement Is Somehow Void as 
Alleged by AlA Services, Partial Summary Judgment and a Final Money 
Judgment Are Still Appropriate and Warranted. 
AlA Services argues that the Series A Preferred Shareholder Agreement is void because 
of Donna Taylor's subordination to Reed. As with its other arguments, AlA Services fails to cite 
7 AIA Services' argument that Reed will "breach the peace" is simply an attempt to allow John and the 
other Defendants to continue improperly operating AlA Insurance and to continue siphoning off money and 
encumbering assets. 
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any legal authority for its misplaced argument. 
As noted above, creditors have the express right to subordinate payment priority. See I.e. 
I.C. § 28-9-339; 68 A Am.Jur.2d, Secured Transactions, § 792 (2001). 
Even if the Series A Preferred Shareholder Agreement was voided or inapplicable, Reed 
would have the priority over AlA Services' funds and assets under the Subordination 
Agreement: 
Donna Taylor expressly subordinates all amounts, rights, obligations, and remedies 
owed to her in favor of (and junior to) Reed J. Taylor under the following agreements 
(including all claims, remedies, rights under such agreements): (a) $6 Million 
Promissory Note between Reed and AlA Services Corporation ("AlA Services") 
dated August 1, 1995 ... and (g) any other agreement, contract or promise of any kind 
or nature. 
John Taylor Affidavit dated February 21, 2008, Ex. D; Affidavit of Reed J. Taylor filed on 
February 26, 2007, Ex. 0 (emphasis added). 
Reed and Donna Taylor's Subordination Agreement includes Donna Taylor'S 
subordination of all payment rights in favor of Reed of all amounts owed them by AlA Services, 
and partial summary judgment on the amount due is appropriate and warranted. 
3. There is No Just Reason to Delay Entering Final Judgment and Making a 
Rule S4(b) Certification. 
In order to grant Reed's Motion for a final money judgment under Rule 54(b), the Court 
need only find that no just reason exists to delay entering final judgment. I.R.C.P.54(b). 
The determination that there is no just reason for delay is exclusively within the 
discretion of a trial court. Nelbro Packing Co. v. Baypack Fisheries, L.L.c., 101 Wn. App. 517, 
6 P.3d 22 (2001); Jefferson v. Bick, 840 S.W. 2d 890 (Mo. Ct. App. E.D. 1992). Ifa court grants 
a Motion for Rule 54(b) Certification, the court's decision will be set aside only for abuse of 
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discretion. 46 Am. Jur. 2d Judgments § 49 (2008) (citing Hogan v. Consolidated Rail Corp., 961 
F.2d 1021, 22 Fed. R. Servo 3d 825 (2nd Cir. 1992); Middleby Corp. V. Hussmann Corp., 962 
F.2d 614, 23 Fed. R. Servo 3d 404 (ih Cir. 1992)). 
Certification of final judgment under Rule 54(b) is proper even when there remain 
unresolved counterclaims involving other parties. See e.g., Carlisle Corp. V. Uresco Const. 
Materials, Inc., 823 F. Supp. 271, 21 UCC Rep. Servo 2d 644 (M.D. Pa. 1993); Hudson River 
Sloop Clearwater, Inc. V. Department of Navy, 891 F.2d 414, 30 ERC 2041, 20 Envtl. L. Rep. 
20,432 (N.y. 1989); Continental Airlines, Inc. V. Goodyear Tire & Rubber Co., 819 F.2d 1519, 8 
Fed. R. Servo 3d 459 (9th Cir. 1987); Polo Fashions, Inc. V. Haverford Corp., 612 F. Supp. 109 
(D.C. Pa. 1985); In re Matter of King City Transit Mix, Inc., 738 F.2d 1065, Bankr. L. Rep. P 
69,960 (9th Cir. 1984). 
Here, there is no just reason for the Court to delay entering final money judgment against 
AlA Services and certifying it as a final judgment. The money judgment resulting from the 
Promissory Note does not involve the other claims in this action. There would be no piecemeal 
appeals because the Promissory Note is separate and distinct legal issue that involves only AlA 
Services and Reed. Thus, the Court should certify the judgment as final and make a specific 
finding "that there is no just reason for delay in entering a final money judgment." 
4. AlA Services Has Failed to Rebut the Substantial Evidence in the Record 
Pertaining to the Reasons Why Final Judgment Is Appropriate. 
AlA Services incorrectly argues the standard for certifying an interlocutory order, not a 
final money judgment. Reed is not requesting that the Court certify its interlocutory order. 
Reed is requesting that the Court enter a final money judgment and certify it as final pursuant to 
Rule 54(b). 
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In addition, AlA Services argues that Reed has not submitted any evidence to support his 
argument. The record speaks for itself and demonstrates that AlA Services has thwarted Reed 
from exercising his contractual obligations for over a year and in the meantime operated AlA 
Services and AlA Insurance for the benefit of Crop USA and the individual defendants. 
5. Reed Will Accept the Amount AlA Services States that is Owed if the Court 
Grants His Motion for a Final Money Judgment and Rule 54(b) 
Certification. 
Reed and AlA Services disagree as to the amount due under the terms of the Promissory 
Note. AlA Services alleges that Reed is owed only $8,436,229, plus accrued interest. See AlA 
Services' Memorandum in Opposition to Reed's Motion for Partial Summary Judgment, p. 8. If 
the Court agrees to certify the judgment as final, Reed will accept AlA Services' calculation of 
$8,436,229 as the proper amount due, plus accrued interest of $1,356.16 per day from February 
14, 2008, until final judgment is entered. This would extinguish any issue of fact and require 
partial summary judgment being entered on the amount due. 
If the Court is not inclined to grant Reed's Motion for Rule 54(b) Certification, Reed 
requests that the issue of the exact amount owing be left for a later motion or the jury. 
III. CONCLUSION 
The Court properly granted Reed's Motion for Partial Summary Judgment. AlA Services 
is in default of the Promissory Note and Amended Stock Pledge Agreement, and the alleged oral 
modification fails as a matter of law. 
The Defendants' Motion for Reconsideration, Clarification and Request for Interlocutory 
Appeal should be denied. Reed's Motion to Dissolve Preliminary Injunction should be granted 
and the $200,000 held by the Court. 
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Finally, the Court should grant Reed's Motion for Partial Summary Judgment on Amount 
Due, make a finding that there is no just reason to delay entering final judgment, and enter a final 
money judgment in favor of Reed in the amount of $8,436,229, plus accrued interest of 
$1,356.16 per day up to the day of final judgment. 
DATED: This 6th day of March, 2008. 
SMITH, CANNON & BOND PLLC 
By:..L-,(,L::.::::::";::~~~~-:k:l.c2:::.::'!::::::::':::::~_ 
Roderick C. Bon 
Ned A. Cannon 
Attorneys for Plaintiff Reed J. Taylor 
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Motion for Partial Summary Judgment on Amount Due and Rule 54(b) Certification on the 
following persons via the methodes) indicated below: 
David A. Gittins 
Law Office of David A. Gittins 
P.O. Box 191 
Clarkston, W A 99403 
Attorney for Defendants JoLee Duclos and 
Bryan Freeman 
Michael E. McNichols 
Clements Brown & McNichols 
321 13th Street 
Lewiston,ID 83501 
Attorney for R. John Taylor 
Jonathan D. Hally 
Clark & Feeney 
P.O. Box 285 
Lewiston, ID 83501 
Attorney for Connie Taylor, James Beck and 
Corrine Beck 
Via: 
( ) U.S. Mail, Postage Prepaid 
( ) Hand Delivered 
( ) Overnight Mail 
( ) Facsimile 
(X) Email (pdf attachment) 
Via: 
( ) U.S. Mail, Postage Prepaid 
( ) Hand Delivered 
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( ) Facsimile 
(X) Email (pdf attachment) 
Via: 
( ) U.S. Mail, Postage Prepaid 
( ) Hand Delivered 
( ) Overnight Mail 
( ) Facsimile 
(X) Email (pdf attachment) 
REED'S RESPONSE IN OPPOSITION TO AlA'S MOTION FOR RECONSIDERATION 
AND REPLY IN SUPPORT OF REED'S MOTION FOR SUMMARY JUDGMENT - 21 
Gary D. Babbitt 
D. John Ashby 
Hawley Troxell Ennis & Hawley LLP 
877 Main Street, Suite 1000 
P.O. Box 1617 
Boise, Idaho 83701-1617 
Attorneys for AlA Services, AlA Insurance, and 
Crop USA Insurance Agency 
James J. Gatziolis 
Charles E. Harper 
Quarles & Brady LLP 
Citigroup Center, 500 West Madison Street 
Suite 3700 
Chicago, IL 60661-2511 
Attorneys for Crop USA Insurance Agency 
Via: 
( ) U.S. Mail, Postage Prepaid 
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( ) Overnight Mail 
( ) Facsimile 
(X) Email (pdf attachment) 
Via: 
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( ) Hand Delivered 
( ) Overnight Mail 
( ) Facsimile 
(X) Email (pdf attachment) 
Signed this 6th day of March, 2008, at Lewiston, Idaho. 
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AlA SERVICES CORPORATION, an Idaho ) 
corporotion; and AlA INSURANCE, INC., an ) 
Idaho corporotion, ) 
) 
Counter-claimants, ) 
vs. ) 
) 
REED J. TAYLOR a single person, ) 
) 
Counterdefendant. ) 
----------------------------------) 
Defendants AlA Services Corporation and ALA Insurance Inc. (collectively, "AlA" or 
"these Defendants"), by and through their counsel of record, Hawley Troxell Ennis & I-lawley 
LLP, submit this First Amended Answer to Plaintiff's Fifth Amended Complaint, Counterclaim, 
and Demand for Jury Trial. This amended pleading is submitted as a matter of right pursuant Lo 
LR.C.P. 15(a) because Reed J. Tayloe has not yet served a responsive pleading. These 
Defendants respond Lo Plaintiff's Fifth Amended Complaint (the "Complaint") as follows: 
FIRST DEFENSE 
PlaintifPs Fifth Amended Complaint, and each and every claim and allegation thereof, 
[<lils to staLe a claim against Lhese Defendants upon which relief can be gronted. 
SECOND DEFENSE 
Defendants deny each and every allegation contained in Plaintiff's Complaint unless 
expressly nud spccificnlly admitted hcrcin. 
PARTIES, JURISDICTION, AND VENUE 
1. These Defendants admit the allegations in parograph 1.1 of the Complaint. 
2. These Defendants admit the allegations in paragraph 1.2 of the Complaint. 
3. These Defendants admit the allegations in paragraph 1.3 ofthc Complaint. 
4. These Defendants admit the aHcgations in paragraph 1.4 ofthe Complaint. 
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5. Answering paragraph 1.5 of the Complaint, these Defendants admit that R. John 
Taylor ('·John Taylor") and Connie Taylor were husband and wife until on or about 
December 16,2005, und at all relevant times were residt:!nls of Lewiston, Nez Perce County, 
Idaho. These Defendants deny all otht:!r allegations in paragraph 1.5 of tht:! Complaint not 
othenvise specifically admitted herein. 
6. These Dt:!fendants admit the allegations in paragraph 1.6 ofthe Complaint. 
7. Tht:!se Defendants admit the allegations in paragraph 1.7 oftIle Complaint. 
8. These Defendants admit the allegations in paragraph 1.8 ofthe Complaint. 
9. Answering paragraph 1.9 of the Complaint. these Defendants udmit that James 
Beck and Corrine Beck ar~ residents of the State of Minnesota and deny all other allegations in 
parugruph 1.9 of the Complaint not otherwise specifically admitted herein. 
10. Parugruph L 1 0 of the Complaint states a Jegal conclusion to which no response is 
required. 
11. Parugruph 1.11 of the Complaint stales a legal conclusion to which no response is 
required. 
FACTUAL BACKGROUND 
12. Answering paragraph 2.1 ortlle Complaint. these Defendants admit that John 
Taylor was, at ull relevant times, an officer and director of AIA Services, AlA Insurance, and 
Crop USA. and that he owns approximately 40% ofthe outstanding shares of Crop USA. These 
Defendants deny all other allegations in paragruph 2.1 ofthe Complaint not otherwise 
specifically admitted herein. 
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13. Answering paragraph 2.2 of the Complaint, these Defendants admit that John 
Taylor and Connie Taylor were divorced through an interlocutory decree on or around 
December 16,2005, but these Defendants deny all other allegations in paragraph 2.2 of the 
Complaint. 
14. Paragraph 2.3 of the Complaint does not state any allegations as against these 
Defendants to which u response is required. To tile extent a response is required. these 
Defendants deny the allegations in paragraph 2.3 of the Complaint. 
15. These Defendants deny 1he allegations in paragraph 2.4 of the Complaint. 
16. Answering paragraph 2.5 of the Complaint. these Defendants admit that JoLee 
Duclos ("Duclos") is an officer of AlA Services, AlA Insurance. and Crop USA, and that she is 
a shareholder in Crop USA. These Defendants deny all other allegations in paragraph 2.5 oftne 
Complaint not otherwise specifically admitted herein. 
17. Answering paragraph 2.6 of the Complaint. these Defendants admit that Bryan 
Freeman ("Freeman") was a director of AlA Services, AlA Insurance. and Crop USA. and that 
Bryan Freeman is a shareholder in Crop USA. These Defendants deny all other allegations in 
paragraph 2.6 of the Complaint not otherwise specifically admitted herein. 
18. These Defendants admits that Crop USA cooperated with AlA pursuant to certain 
agreements, and deny Illl deny all other allegations in paragraph 2.7 of the Complaint not 
otherwise specifically admitted herein. 
19. These Defendants admit the allegations in paragraph 2.8 ofthe Complaint. 
20. Answering.paragraph 2.9 of the Complaint, these Defendants admit that James 
Beck is a shareholder of ALA Services and Crop USA and that, during certain times, James Beck 
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was a member of the boar~s of directors for AlA Insurance and AlA Services. These Defendants 
deny all other a!legations ~n paragraph 2.9 ofthe Complaint not otherwise specifically admitted 
herein. 
21. Answer:ing;paragraph 2.10 of the Complaint, these Defendants admit the first and 
third sentences, allege that in 1995 Reed Taylor desired to retire and have AlA Services redeem 
his sLock. and deny each and every other allegation in paragraph 2.10 not otherwise: admitted 
herein. 
22. Answeringiparagraph 2.11 of the Complaint, these Defendants admit that 
AlA Insurance is a wholly: owned subsidiary of AlA Services and that AlA Insurance is a lessee 
of the office building Ioca~ed at 111 Main Street, Lewiston. Idaho. These Defendants deny all 
other allegations in parng~ph 2.11 of the Complaint not otherwise specifically admitted herein. 
23. Answering!paragrnph 2.12 of the Complaint, these Defendants state that the 
agreements speak for themselves. 
24. Answering; paragraph 2.13 of the Complaint, these: Defendants state that the: 
documents speak for themselves. and deny all other allegations in paragraph 2.13 of the 
Complaint not otherwise ~pecifically admitted 11erein. 
25. Answeringiparagraph 2.14 of the Complaint, these Defendants admit that the 
Stock Redemption Agreerpent, Stock Pledge Agreement, and Security Agreement were 
authorized by the Board of Directors of AlA Services. These Defendants state that the 
agreements speak for tllcmsc!ves, and deny all other allegations in paragraph 2.13 of the 
Compl.aint not otherwise ~pecifically admitted herein. 
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26. Answering,paragraph 2.15 of ti1e Complaint, these Defendants admit that in 1996 
AlA Services and PlaintiIfagreed to modify the Stock Redemption Agreement and executed the 
Slack Redemption Restru9ture Agreement, an Amended and Restated Stock Pledge Agreement, 
and an Amended and Res(aled Security Agreement. Those documents speak for themselves, and 
these Defendants deny all.other allegations in paragraph 2.15 of the Complaint not otherwise 
specifically admitted herein. 
27. Answering:paragraph 2.16 of the Complaint. these Defendants state that the 
agreements speak for themselves. the agreements were amended at a later time, and these 
Defendants deny all other;allegations in paragraph 2.16 of the Complaint not othcrw'ise 
specifical1y admitted heroln. 
28. Answering:paragraph 2.17 of the Complaint. these Defendants state that the 
Amended Stock Pledge Agreement speaks for itself, and these Defendants deny each and every 
al1egaLion in paragraph 2.17 of the Complaint not otherwise specifically admitted herein. 
29. Answering;paragraph 2.18 of the Complaint. these Defendants state that the 
Amended SLock Pledge A~reement speaks for itself. These Defendants admit that AlA Services 
did nol post bonds or other security for the payment of the Promissory Note and deny all other 
allegations in paragraph 2.18 of the Complaint not specifically admitted herein. 
30. Answcnng:paragraph 2.19 ofthe Complaint. these Defendants state thut the 
Amended Slack Pledge Agreement speaks for itself and deny all other allegations in 
paragraph 2.19 of the Complaint not otherwise specifically admitted herein. 
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31. Answeringiparagr-aph 2.20 ofthe Complaint, these Defendants state that the 
Amended Stock Pledge Agreement speaks for itscIfand deny all other allegations in 
paragraph 2.20 of the COl'!}plaint not otherwise specifically admitted herein. 
32. These Defendants deny the aIlegations in paragraph 2.21 of the Complaint. 
33. Answcring:paragraph 2.22 orthe Complaint, these Defendants admit that Plaintiff 
was, during certain relevant times, the largest creditor of AlA Services. and deny all other 
allegations in parngraph 2122 of the Complaint not otherwise specifically admitted herein. 
34. These Defe.ndants deny the al1egations in paragraph 2.23 of the Complaint. 
35. These Defc:ndants deny the allegations in paragraph 2.24 of the Complaint. 
36. These Defe·ndants deny the allegations in paragraph 2.25 of the Complaint. 
37. Answering!paragraph 2.26 of the Complaint, these Defendants admit that Plaintiff 
claimed that AlA Services' was in default, and these Defendants deny all other allegations in 
paragraph 2.26 of the COIT)plaint not otherwise specifically admitted herein. 
38. Answering paragraph 2.27 of the Complaint, these Defendants admit that Plaintiff 
had never atlempted to aCQelerate any of the indebtedness due under the Promissory Note prior to 
December 12,2006, admH that AlA Services continued to make interest payments in an agreed 
upon amount before and after the date of Plaintiff's original complaint. and deny all other 
allegations in paragraph 2 :'7 ofthc Complaint not otllerwise specifically admitted herein. 
39. Answering paragraph 2.28 oflhe Complaint. these Defendants state that the 
Amended Stock Pledge A~rcemcnt speaks for itself, and these Defendants deny each and every 
other allegation in paragraph 2.28 of the Compiaint. 
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40. Answeringiparagraph 2.29 of the Complaint, these Defendants admit that Plaintiff 
attempted to schedule a sHecial shareholder meeting for December 26,2006, admit thal no 
special sharehoIder meetit,lg was held on that date. and deny each and every other allegation in 
paragr<lph 2.29 of the Complaint. 
4 I. Answcring:paragraph 2.30 of the Complaint, these Defendants admit that the 
quoted words arc part of one of the sentences ofa lel1er from R. John Taylor to PlaintifTs legal 
counsel, and deny each and every allegation in paragraph 2.30 of the CompIaint. 
42. Answeringiparagraph 2.31 oftile Complaint, these Defendants admit that Reed 
Taylor demanded a special shareholder meeting for February 5,2007. admit that no special 
shareholder meeting was l~eld on that date, deny that Reed Taylor had aright to caH a meeting (0 
vote AlA Insurance Shares, and deny each and every allegation in paragraph 2.31 of the 
Complaint not othenvlse specifically admitted l1erein. 
43. These Defondants deny the allegations in paragraph 2.32 of the Complaint. 
44. Answering;paragraph 2.33 of the Complaint, these Defendants admit that Reed 
Taylor executed a Consent in Lieu of Special Shareholder Meeting of AlA Insurance, and these 
Defendants deny each and every allegation in paragraph 2.33 of the Complaint not othenvise 
specifically admitted herein. 
45. Answering: paragraph 2.34 of the Complaint, these Defendants admit that 
AlA Insurance paid £1,510,693.00 to purchase Series C Preferred Shares in AlA Services from 
Crop USA. These Defendants admit that AlA Scrvices' 40] (k) Plan held Preferred C shares. 
Thcse Defendants deny al~ other allegations in paragraph 234 of the Complaint not otherwise 
specifically admitted herein. 
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46. Answering paragraph 2.35 of the Compiuint, these Defendants admit that John 
Taylor purchased a parkirjg [at and deny each and every allegation in parngruph 2.35 of the 
Complaint not otherwise ~pecifieally admitted herein. 
47. These Defendants deny the allegations in paragruph 2.36 of the Complaint. 
48. These Defendants deny the allegations in paragraph 2.37 of the Complaint. 
49. An sweri n£i paragraph 2.38 of the Complaint, these Defendants admit that Reed 
Taylor executed a Consent in Lieu of Board Meeting on or amund February 22, 2007 and that 
Defendants refused to recognize the Consent as binding on them. These Defendants deny all 
other allegations in parag:t:aph 2.38 of the Complaint not otherwise specifically admitted herein. 
50. These Defendants deny the allegations in paragraph 2.39 of the Complaint. 
51. Answering: paragraph 2.40 of the Complaint, these Defendants admit that 
Freeman and Duclos resig;ned as members of the Board of Directors of AlA Insurance and 
AlA Services. admiL that John Taylor, as Chainnan of the Board of Directors, appointed Connie 
Taylor and James Beek as directors, and deny all other allegations in paragraph 2.40 of the 
Complaint not otherwise !:ipecifically admitted herein. 
52. These Dcfqndants deny the allegation in paragraph 2.41 of the Complaint. 
53. Answeringiparagraph 2.42 of the Complaint. these Defendants admit that Plaintiff 
has an interest as provide4 for in the Amended and Restated Security Agreement, which 
agreement speaks for itself. admit that Plaintiff has demanded that no funds in which he has a 
security interest should be used to pay the legal fees of any Defendant. but deny all other 
aIlegations in paragraph 2.42 of the Complaint not otherwise specifically admitted herein. 
54. These Defqndants deny the allegations in paragruph 2.43 of the Complaint. 
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55. Answering! paragraph 2.44, these Defendants admit that Crop USA purchased 
Sound Insurance and deny all other ailegations in paragraph 2.44 of the Complaint not otherwise 
specifically admitted herein. 
56. Answering! paragraph 2.45 of the Complaint, these Defendants admit that Global 
Travel was a tenant in AlA Insurancc's office building and that Global Travel has rclocated to a 
different office building. but thesc Defendants deny all other allegations in paragraph 2.45 oftlle 
Complaint not otherwise specifically admitted herein. 
57. These Defendants deny the allegations in paragraph 2.46 of the Complaint. 
58. These Defc;ndants deny the allegations in paragraph 2.47 ofthc Complaint. 
59. Answcringiparagmph 2.48 of the Complaint, these Defendants allege that 
AlA Service and AlA Ins~rance arc and were being operated for the benefit of AlA Services and 
AlA Insurance and deny all other allegations in paragraph 2.48 of the Complaint not otherwise 
specifically admitted herein. 
60. These Defe:ndants deny the al1egations in paragraph 2.49 ofthe Complaint. 
6 L These DefC!ldants deny the allegations in paragraph 2.50 of the Complaint. 
62. These Defe:ndants deny the alIegations in paragraph 2.51 of the Complaint. 
63. These DefC:ndants deny the allegalions in paragraph 2.52 of the Complaint. 
64. These Defe:ndants deny the allegations in paragraph 2.53 of the Complaint. 
65. These Defe'ndants deny the allegations in paragraph 2.54 of the Complaint. 
66. Answeringiparngraph 2.55 of the Complaint, these Defendants state tllat the 
Executive Officer's Agrce,ment speaks for itself, and tllese Defendants deny all other allegations 
in paragraph 2.55 of the Complaint not otherwise specificaIly admitted herein. 
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67. These Defqndants deny the allegations in paragraph 2.56 of the Complaint. 
68. These Def~ndants deny the allegations in paragraph 2.57 of the Complaint. 
69. These Defendants deny the allegations in paragraph 2.58 of the Complaint. 
70. Paragraph 2.59 does not state any allegations against these Defendants to which a 
response is required. To the extent a response is required, these Defendants deny the allegations 
in paragraph 2.59 of the Complaint. 
FIRST CAUSE OF ACTION 
Breaches of Contract 
7]. These Defendants incorporate by reference their answers and denials set forth in 
the preceding paragraphs. 
72. Answeringiparagraphs 3.2 through 304 of the Complaint, these detendants state 
that the Promissory Note, ;A.rnended Stock Pledge Agreement. Amended Security Agreement, 
and Restructure AgreemeJ1.t speak for themselves, and these defendants deny .all other allegations 
in paragraphs 3.3 through SA of the Complaint not otherwise specifically admitted herein. 
SECOND CAUSE OF ACTION 
Fraudulent Transfers 
73. These Defendants incorporate by reference their answers and denials set forth in 
the preceding paragraphs of this Answer. 
74. These Defe.ndants deny all allegations in paragraphs 4.2 through 404 of the 
Complaint. 
THIRD CAUSE OF ACTION 
Misreprcscntations/Fraud 
75. These Defe;ndants incorporate by reference their answers and denials set forth in 
the preceding paragraphs of this Answer. 
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76. These Dcfqndants deny all allegations in paragraphs 5.2 through 5A of the 
Complaint. 
FOURTH CAUSE OF ACTION 
Conversion 
77. These Defqndants incorporate by reference their answers and denials set forth in 
the preceding paragraphs of this Answer. 
78. These Defendants deny all allegations in paragraphs 6.2 through 6.3 of the 
Complaint. 
FIFTH CAUSE OF ACTION 
Alter EgofPicrcing Corporate Veil [sie] 
79. These DefGndants incorporate by reference their answers and denials set forth in 
the preceding paragraphs of this Answer. 
80. These Defendants deny all allegations in paragraphs 7.2 through 7.5 of the 
Complaint. 
SIXTH CAUSE OF ACTION 
Constructive Trust 
81. These Defendants incorporate by reference their answers and deniaIs set forth in 
the preceding paragrnphs of this Answer. 
82. These Defendants deny all allegations in paragraphs 8.2 through 8A of the 
Complaint. 
SEVENTH CAUSE OF ACTION 
Director Liability 
83. These Def<:jndants incorporate by reference their answers and denials set forth in 
tile preceding paragraphs ¢fthis Answer. 
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84. These Defflndlll1ls deny all allegations in paragraphs 9.2 through 9.4 ofthe 
ComplainL 
EIGHTH CAUSE OF ACTION 
Specific Performance 
85. These Defdndlll1ls incorporate by reference their- answers and denials set forth in 
the preceding paragraphs Of this Answer. 
86. These Defendants deny all allegations in paragraphs 10.2 through 10.4 of the 
Complaint. 
NINTH CAUSE OF ACTION 
Breach of Fiduciary Duties 
87. These Def9ndanls incorporate by reference their answers and denials set forth in 
the preceding paragraphs 9fthis Answer. 
88. These Defqndanls deny all allegations in paragraphs 11.2 through 11.4 of the 
Complaint. 
TENTH CAUSE OF ACTION 
Bre~lc1t orihe Implied Covenant of Good Faith and Fair Dealing 
89. These Dcfqndants incorporate by reference their answers and denials set forth in 
the preceding paragraphs 9fthis Answer. 
90. These Defendants deny all allegations in paragraphs 12.2 through 12.3 ofthe 
Complaint. 
ELEVENTH CAUSE OF ACTION 
Civil Conspiracy 
91. These De[qndants incorporate by reference their answers and denials set forth in 
the preceding paragraphs 6f this Answer. 
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92. These Def~ndan1S deny all allcgations in pur<lgraphs 13.2 through 13.3 of the 
Complaint. 
PRAYER FOR RELIEF 
93. Answcring!paragraphs 14.1 through 14.41, these Defendants deny that Plaintiffis 
entitlcd to any of the rclictprayed for in his Complaint. 
THIRD DEFENSE 
On July]. 1996, PLaintiff, AlA Services, and Donna J. Taylor entered into a Series A 
preferred Shareholder Agreement, which provides Ulat no principal payments may be made by 
AlA Services to PluintiIT't)ntil the entire Series A Preferred Stock redemption price due Donna 
Taylor is paid in full. Th~ redemption price due Donna Taylor has not been paid in full. 
Therefore, no principal payments arc due to Plaintiff. 
FOURTH DEFENSE 
At different times since the \vritten agreements were executed, Plaintiff and these 
Defendants have orulIy modified the writtcn agreements. The modifications include, without 
limitation, an agreement tl1al the interest payable to Plaintiff from AlA Services would be paid in 
installments of $15,000 pdr month (together with the assumption of responsibility for other 
expenses). AlA Services has paid Pluintiffthc sum of$15,000 per month and has assumed 
responsibility for the otl1c~ agreed expenses in accordance with the modified agreements since 
they were entered inlo, an{l Plaintifflms accepted those payments. These Defendants arc not in 
default of the modified agreemcnts. 
FIFTH DEFENSE 
Plaintiff's claims a;re barred by the applicuble statutc oflimitations, including Idaho Code 
§§ 5-216. 5-2] 8. 5-224, 5~237 and 55-9] K 
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SIXTH DEFENSE 
Plaintiff is estopp~d from asserting his claims against tilese Defendants 
SEVENTH DEFENSE 
Plaintiffhas waiv~d his right to assert claims against these Defendants 
EIGHTH DEFENSE 
Plaintiffs claims against these Defendants are barred by the equitable doctrine of unclean 
hands. 
NINTH DEFENSE 
Plaintiff's claim iIi his THIRD CAUSE OF ACTION VIolates Idaho Rule of Civil 
Procedure 9(b). 
TENTH DEFENSE 
Plaintiff's claims lire barred by the doctrine oflachcs. 
ELEVENTII DEFENSE 
To the extent Plairlliffis attempting to state a claim against AlA Insurance, Inc. for a 
shareholder's derivative a~tion. PlaintiITs claims arc barred for failure to give the rcquired notice 
pursuant to Idaho Code § fJO-1-742. 
TWELFTH DEFENSE 
P laintitrs alleged 4amages are subject to the right of setoff. 
THIRTEENTH DEFENSE 
On July 1, 1996, ~IA Services Corporation ("Services") and Reed J. Taylor executed a 
Stock Redemplion ReslrUl;:ture Agreement, Amended and Restated Stock Pledge Agreement, and 
related documents restatin,g the 1995 agreements with Reed J. Taylor whereby Services acquired 
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all his outstanding comm¢m shares (613.494) in exchange .for $7.5 million and (i) three aircraft, 
Oi) elimination of$570,090 owed to the Company, and (iii) miscellaneous furniture and fixtures. 
Revenues of Servi:ces and its subsidiaries declined sharply between 1994 and I996: 
$36,200,324. $10,996,753 and $9.758,226, respectively. 
The basis for the 1996 Stock Redemption Restructure Agreement and related Agreements 
was that Services and its dubsidianes depended on ils ability to sell health and life insurance. 
Reed J. Tuylor sold his coptrolling interest whHe Services was losing money and then continued 
on the Board of Directors !,md participated in decisions promoting the Company's decline. 
Neither party, in 1996, co\Jld foresee the precipitous decline of Services through government 
regulation and market cha:nge. 
Witll the consent ~nd knowledge of Reed J. Taylor as a member of the Board of Directors 
of Services: 
(a) The Univc~se Life Insurance Company ("Universe") entered inlo a Stipulation and 
Order of Rehabilitation with the Idaho Department of Insurance in the District Court of the 
Fourth Judicial District of1the Slate ofldaho ("District Court") on March 5, 1996. 
(b) An Amend~d Plan of Rehabilitation was approved by the District Court on 
October 7, 1997. EfTectiv~ December], 1997, through the Amended Plan of Rehabilitation, all 
of Universe's group 11caltli insurance certificale holders were transferred to Trustrnark Insurance 
Company ("Trustmark"). 
(c) On December 4, 1998, the District Court issued an Order of Liquidation and 
placed Universe jnto Jjqui{lalion, with assets and liabilities estimated to be $16.1 million and 
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$14.3 million, respectively. A liquidator was appointed to wind dmvn business and pay 
certificate holders, credito:rs, and shareholders. 
Reed J. Taylor knqw and understood that the health insurance business of Services 
depended upon retention qfthc policies in Universe and Centennial that were transferred to 
Trustmark. as well the coritinued ability to ,\Trite new health insurance business. 
By November200~, Trustmark dctennined that it would no longer undenvritc individual 
health insurance and disaliowed an new sales. 
Reed 1. Taylor. ba$ed on his intimate involvement with Services, knew and understood 
that changes in legislativeiand regulatory framework affecting health insurance laws had 
substantially and pennane~lly damaged Services' health insurance business. 
While Reed 1. TayJor was sales manager AlA Insurance's commissions declined every 
year. 
Reed J. Taylor hasibcen paid several miHion dollars in interest and other payments from a 
company that has suffered, unforeseen market consequences and the loss of the consideration for 
the sale of his stock. Give,n the unforeseeable supervening consequences, the actions of Reed 
J. Taylor in the business a~d/or the substantial sums paid to him, it would be unconscionable 10 
continue to enforce the contracts with Reed 1. TayLor. Neither party could have foreseen the 
changes in regulation and jlttendant shrinking market of Services and loss of Universe and 
Centennial. In the alterna(ivc, Services is entitled to a setoff equal to the value of Universe at the 
time of signing the contract with Reed 1. Taylor. 
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FOURTEENTH DEFENSE 
Reed l. Taylor voluntarily relinquished and waived events of default under the Amended 
I 
Security Agreement and i)..mended Pledge Agreement, including but not Limited lO, default or 
breaches arising [rom or r~lating to finuncial statements, board memberships, or insolvencies or 
bankruptcies. 
FIFTEENTH DEFENSE 
Reed J. Taylor voluntarily relinquished the payment provision of this] 996 Promissory 
and accepted a modified monthly interest payment of $25,000 and future payment of principal 
upon p1acement of $60,00:0,000 in new business evidenced by his conduct, words and 
acquiesces. 
SIXTEENTH DEFENSE 
Reed l. Taylor is estopped from claiming a default or breach of the Amended Pledge 
Agreement or the Amended Security Agreement, including but not limited to alleged dcfaulLs 
related to or arising from fInancial statements, board membership, or insolvency or bankruptcy. 
as it would be unconscion~ble to allow Reed l. Taylor to assert such rights to default based on 
his prior positions and conduct. 
SEVENTEENTH DEFENSE 
Reed J. Taylor repfesented to AlA Services by his conduct and course of action and 
sIlence that he was CXCUSiI;l£ and waiving any breach of contruct by accepting payments of 
$25,000 a month since 2003; AlA Services relied upon Reed J. Taylor's representation and 
materially changed its pos~tion to its detriment-
EIGHTEENTH DEFENSE 
Plaintiffhas failed Ito join an indispensable party, Donna Taylor. 
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RULE 11 STATEMENT 
Defendants have considered and believe tiJat they may have additional defenses but do 
not have infonnation at thIS time to assert such additional defenses under Rule 11 orthe Idaho 
I 
Rules of Civil Procedure. Defendants do not intend to waive any such defenses and specifically 
assert their intention to amend this Answer if, pending research and after discovery, facts come 
to light giving rise to suc~ additional defenses. 
FIRST COUNTERCLAIM 
BREACH OF FIDUCIARY DUTY 
DefendantslCount~rcLaimants AlA Insurance, Inc. and AlA Services Corporation, by way 
of counterclaim against Pl;aintifflCounlerdefendant Reed Taylor. allege and complain as follows: 
1. In 1995, PIp.inliITwas the majority shareholder of AlA Services. AlA Services 
was the sole shareholder £:if AlA lnsurancc. 
2. In 1995, AiA Services redeemed Plaintiff's interest in AIA Services through a 
corporate redemption ofille PlaintifYs stock. 
3. After the p<,lrchase of Plaintiff's stock, PlaintiITinlentionally, as a major creditor 
of AlA Services, a DirectQr of both entities. and Sales Manager of AlA lnsurance, Inc., 
undertook a course ofactit>n which injured AlA Insurance and devalued the businesses of 
AlA Services. PlaintifYs ~nLentional course of action included intimidating and interfering Witll 
the management and indUl(ing AlA Insurance employees and agents to tenninate their 
employment and contracts! with AlA Insurance and to accept employment and contracts with 
PlaintiITandior organizati,?ns controlled by him. Plaintiff, with the fOrTIler employees and 
fonner agents of AlA Ins-qrancc, engaged in business competitive with AlA Insurance which 
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seriously damaged the bu4iness and value of AlA Insurance and the value ofllie businesses of 
AlA Services. 
4. Because o~Plainlitrs interference with AlA Services' business relationships, 
AlA Servlces was unable ~o pay Plaintiff all of tho amounts of money due at times due, prior to 
the amendment of the agr¢cments. Before the agreements were amended in 2003, Plaintiff 
threatened to sue A[A Ser.viccs and to foreclose and take over AlA Insurance and threatened and 
coerced Defendants into e;tnpioying friends and relatives of Plaintiff and paYIng Plaintiff's 
friends and relatives salar:jes and compensation substantially in excess of111e value of their 
services. Pluintiffalso tord those friends and relatives that they were not obligated to report to or 
take direclion from AlA'S, management. 
5. Plaintiffh~s intentionally breached his fiduciary duty as a Director of AlA 
Services and as an Office~ of AlA Insurance. Inc., damaging Defendants in amounts to be proved 
at trial. 
6. Based on 11;1e conduct of Reed J. Taylor alleged in this First Counterclaim, 
Defendants will seek amer-dment of its prayer for reliefllnd arc entitled to punitive damages 
pursuant to I.C. 6-1604. 
SECOND COUNTERCLAIM 
BAD FAITH BREACH OF IMPLIED COVENANT 
OE GOOD FAITH AND FAIR DEALING 
L There is irrjplied in every contract a covenant of good faith llnd fair dealing_ 
2. On July I, ,1996, AlA Services Corporation, Reed Taylor and Donna J. Taylor 
executed u Stock Rcdcmp~ion Restructure Agreement. 
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(a) Th~ recitals of this Agreement provided "the Series A Preferred 
SlHlreholder would have l~er stock in company redeemed in accordance with a specified payment 
plan, and that certain payments to creditor under the original document would be subordinated to 
the company's obligation 'to pay Series A Preferred Shareholder. Concurrent with this 
Agreement. creditor. company and Series A Preferred Shareholder have entered into an 
agreement ("Series A Preferred Shareholder Agreement") which supersedes and replaces the 
Series A Preferred ShareJioldcr Letter Agreements." 
(b) Ac~ording to Seclion ].8 of the Agreement, a subordination agreement 
with the Series A Sharehqlder would be executed concurrently with the Agreement whereby 
Reed agreed to subordinate AlA Services' $6,000,000 Promissory Note for the redemption of 
Reed's stock of Services fa the fuH payment of the Series A Preferred Stockholder, Donna J. 
Taylor. 
{c) Th~ Parties executed the Series A Preferred Shareholder Agreement 
(Exhibit G) on July 1. 19Q6. 
3. Payments (0 the Series A Preferred Shareholder by AlA Services arc continuing 
on a monthly basis. 
4. TIlc Series!A Preferred Shareholder has not declared a default in the paymenL'i Lo 
her under the 1996 Series:A Prcfcrred Shareholder Agreement. 
5. Reed J. Tarlor knew and understood in 1996 that the payment ofprineipal10 him 
on the $6 million Note wqu!d be subordinated in fuU to the company's obligation to first redeem 
the Series A Preferred Stock in full. 
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6. In Decemb~r 2006, Reed J. Taylor, without the consent or knowledge of 
AlA Services, persuaded J;Jonlla J. Taylor to execute a Subordination Agreement, whereby AlA 
Services' obligation owing to Donna Taylor for the redemption of the Series A Preferred Shares 
would be subordinated to ~hc debt owed by AlA Services to Reed J. Taylor for the redemption of 
his common stock. 
7. On Fcbruap- 22, Reed J. Taylor executed a Consent in Lieu of Special 
Shareholder Meeting of A~A Services and allegedly removed John Taylor, JoLec Duclos and 
Bryan Freeman from the I?oard of Directors and appointed himselfas sale Board member. 
8. Reed J. Tarlor then broke into the offices of AlA Services in the early morning of 
Sunday, February 25, 200V, and attempted to take over the offices and books and records of 
AlA Services. 
9. Reed J. Tarlor acted in bad faith and used the 2006 Subordination Agreement 
with Donna Taylor in ordtir to manufacture an alleged default of non-payment of principal under 
the Slack Redemption Re~tructure Agreement, Amended Pledge Agreement, and Amended 
Security Agreement of 1996 to lake over AlA Services. 
10. Based on tl?-e conduct of Reed Taylor alleged in this Second Counterclaim, 
Defendants will seck arne~dment of its prayer for relief and are entitled to an award of punitive 
damages pursuant to ]C § ;6-1604. 
THIRD COUNTERCLAIM 
BREACH OF CONTRACT 
1. Defcndan1~/Counterclaim:mts reallege and incorporate by reference 
paragraphs 1-9 verbatim 9fthe Second Counterclaim as if set forth in full herein. 
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2. As part oqhe consideration forthc Stock Redemption Restructure Agreement of 
1996, Reed Taylor agreed! to subordinate the payment of principal on the $6,000.000 Promissory 
Note to Reed until the Seqes A Preferred Shareholder is paid in fulL 
3. Reed Taylqr has breached tile Stock Redemption Restructure Agreement and has 
damaged AlA Services. 
4. AlA allege~ that the 2006 subordination agreement should be voided and 
adjudged invalid, restorin$ the subordination provisions of the 1996 Series A Preferred 
Stockholder Agreement a~ ·written. 
FOURTH COUNTERCLAIM 
INJUNCTIVE RELIEF 
L On Sundayjmoming, February 25. 2007, without notice to uny Defendants, 
PlaintiITand several olheriindividuals entered the offices of AlA Insurance und AlA Services at 
] t 1 Main Street, LewisloI1, Idaho. 
2. Accompan:ring P1aintiIT und conspirators was a locksmith whom Plaintiff directed 
to begin to change the locks on the offices of AlA Services and AlA Insurance for the purpose of 
1 
preventing access to those! offices by their current management and employees. 
3. The action \:lnd conduct of Plaintiff and his associates constitute a trespass upon 
the property of AlA Servi~cs and AlA Insurance, which, iIit had been successful, would have 
caused irreparable injury 1p both AlA Services and AIA Insurance. 
4. Plaintiff sh?uId be enjoined from harassing andior interfering with the 
management of AlA Insu:rp.nce and AIA Services. Plaintiff should be enjoined from entering 
upon the premises of AlA !Insurance and AlA Services without the express permission of these 
Defendants. PlaintiIT shoJld be enjoined from acting or attempting to act as a Director or officer 
I 
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of AlA Insurance. Plaintiff should be enjoined from harassing or annoying. directly or 
I 
indirectly. any employee 9f AlA Services or AlA Insurance in person, by telephone, or by 
'.vriUen communications. 
FIFTH COUNTERCLAIM 
RESCISSION OF 1996 STOCK REDElY[pTION RESTRUCTURE 
AGREElVIENTIAND 1995 STOCK REDEMPTION AGREEMENT 
1. On July 22( 1995, AlA Services and Reed J. Taylor executed a Slock Redemption 
Agreement whieh providt:;d for the redemption of 613,494 shares of common stock of AlA 
Services Corporation ("AlA Services"), payable in the form ofa short term $1,500,000 down 
paymcnt note and a long t~nn note payable to Reed in the amount of $6,000,000, subordinated 
however to the redemption of the Series A Preferred Stock to the preferred stockholder, Donna J. 
Taylor. Concurrent with (he execution of the Stock Redemption Agreement, thereto AlA 
Services and Reed Tayloriexecuted a Promissory Note payable to Reed Taylor in the principal 
amount of $6 million date!:! August 1. ] 995. This Promissory Note states: 
The Note i~ subordinate to the payment of the redemption 
Obligation~oWcd by Company to Donna Taylor pursuant to that 
certain Let er Agreement dated January II, 1995, signed by 
Company,. ayee Donna Taylor and Cumer Green. 
The January 11, 1 $95 Letter Agreement was executed by AlA Services, Reed J. Taylor 
and Donna J. Taylor. Thd January 11, 1995 Letter Agreement provided: 
Further. AiA Services Corporation's Note or any note payable to 
Reed J. Taylor for the $6 million purchase price for his common 
shares wilIlbe subordinated to the redemption rights of your client 
so that Reed J. Taylor will receive no principal payments on said 
Note until bonna Taylor'S slack has been properly redeemed. 
Reed J. Taylor will receive no interest payments on the Note 
payable to )lim ifpayments to Donna Taylor arc in default. 
AlA SERVICES CORPORATION'S AND AlA INSURANCE !NCo'S FIRST 
AMENDED ANSWER TP PLAINTIFF'S FlFTH AMENDED COMPLAINT. 
COUNTERCLAIM. AND DEMAND FOR JURy TRIAL - 24 
I 
40005.0008.1166287.3 
AlA SERVICES CORPORATION'S AND AlA INSURANCE INC'S FIRST 
AMENDED ANSWER TO PLAINTIFF'S FIFTH AMENDED COMPLAINT, 
COUNTERCLAIM AND DEMAND FOR JURY TRIAL 
2231 
Hawley Troxell 3/7/2008 4:36 PAGE 26/35 
The 1995 Letter ~greement was integral to and legally permitted Reed Taylor's 
redemption of his common stock in the 1995 Stock Redemption Agreement. 
2. On July 1,11996, AlA Services, Reed Taylor and Donna J. Taylor executed a 
Stock Redemption RestIUfture Agreement which provided for: 
(a) Ad~usting the principal amount of the down payment note. extending its 
maturity dale and providiIlg for interest to accrue: on the principal balance of the dmvn payment 
I 
note, requiring payments ¢>f principal and interest under the do\vn payment note, and providing 
for security for payment o;rthe dmvn payment nole; 
(b) Teryninating the 1995 Consulting Agreement, revising the 1995 
Noncompetition Agreemert, and terminating the Company's obligation to pay Reed Taylor u 
monthly salary; 
(e) Am;ending the terms of the 1995 Security Agreement and 1995 Slack 
Pledge Agreement; 
(d) Rev,ising certain representations and warranties and covenants in the 1995 
Stock Redemption Agreer:\l-ent; and 
(e) Siniplifying and consolidating various default provisions. 
I 
In exchange for rc4tructuring the Company's obligations to Reed Taylor. Reed agreed to 
waive and to forbear fromlcxcrcising any remedies he may have for any existing defaults under 
the original 1995 documcq,ts. Also the parties executed a Series A Preferred Shareholder 
Agreement replacing the ~cries A Shareholder Letter Agreements. 
3. (a) The) recitals of this 1996 Restructure Agreement provided "the Series A 
Preferred Shareholder wo~ld have her stock in company redeemed in accordance with a 
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specified payment plan, atId that certain payments to creditor under the original document would 
be subordinated to AlA S9rviccs' obligation to pay Series A Preferred Shareholder. Concurrent 
with this Agreement, crcd)tor. company and Series A Preferred Shareholder have enlered inlo an 
agreement ("Series A Preferred Shareholder Agreement") which supersedes and replaces the 
Series A Preferred Shareh'older Letter Agreements." 
I 
(b) According to Section 1.8 orthe 1 g96 Restructure Agreement. a 
I 
subordination agreement with the Series A Shareholder would be executed concurrently with the 
Agreement. 
(c) ll1q Parties contemporaneously executed the Series A Preferred 
Shareholder Agreement (Exhibit G) on July 1. 1996 subordinating the principal payments to 
I 
Reed J. Taylor on the S6,qOO,ooo Promissory Note. Reed J. Taylor agreed to complete 
subordination ofprincipailpayments until the Series A redemption was completed. 
4. Payments tp the Series A Preferred Shareholder by AlA Services arc continuing 
on a monthly basis. 
5. The Series iA Preferred Shareholder has not declared a default in the payments to 
her under the 1996 Series !A Preferred Shareholder Agreement. 
I 
6. Reed J. Tarlor knew and understood that the 1995 Slack Redemption 
subordinated both princip*I and interest payments and the 1996 Stock Redemption Restructure 
Agreement principal of the $6 Million Promissory Note and 1996 that the payment would be 
I 
subordinated :in full to thejeompany's obligation to redeem the Series A Preferred Stock first. 
7. On December 1,2006, Reed J. Taylor, without the consent or knowledge of 
I 
AlA Services, persuaded ~onnaJ. Taylor to execute a two party Subordination Agreement, 
I 
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whereby the: debt OWhlg it? Donna Taylor from redemption of the Series A Preferred Shares to 
AlA Services would be s~bordinated to all the debt owcd by AlA Services La Reed J. Taylor. 
(a) The Subordination Agreement executed on December 1,2006, expressly 
rescinded the subordination provisions of the 1996 Series A Preferred A Shareholder Agreement, 
the 1996 Stock Redemption Restructure Agreement, the 1995 Stock Redemption Agreement. and 
the January 11. 1995 Letter Agreement incorporated into AlA Services' $6,000,000 Promissory 
Note payable to Reed: 
"The efrec~ of this Agreement shall be to pennit Reed to collect, 
litigate. oblnin judgment, and/or enforce any and all rights and 
remedies Which relate in any way to the $6 million Promissory 
Note, plus tIll accrued interest, costs, expenses and attorneys fees 
owed to Rded through the various agreements set forth in Section 2 
below. This Agreement may result in Reed obtaining payment, 
assets. andlor judgments which represent some of all ofthc 
amounts o\~cd by him, while Donna's rights wil] be junior inferior 
to Reed ... ; (emphasis supplied) 
(b) Reqd J, Taylor in the December 1.2006 Subordination Agreement 
expressly abrogated aU oflDonna Taylor's rights Lo priority of payment of the Series A Preferred 
Stock Redemption price iI}cluding all prior agreements relating back to the 1996 Slock 
Redemption Restructure Agreement, the 1995 Stock Redemption Agreement and the January L I, 
1995 Letter Agreement an;d expressly rescinded the Series A Preferred Shareholder Agreement 
of 1996: 
Donna eXPfessly subordinates all amounts, rights, obligations and 
remedies o}ved to hedn favor of (and junior to) Reed J. Taylor 
under the f,?llowing agreements (including all claims, remedies. 
rights. und~r such agreements): 
(a) $6 mim~m Promissory Note between Reed and AlA Services 
CorporatIon (UAIA Services") daLed August 1. 1995; (b) Stock 
Redemptio~ Restructure Agreement beLween Reed. Donna and 
I 
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AlA Services dated July I, 1996; Cc) Amended and Restated SLack 
Pledge Agreement between AlA Services and Reed dated July 1, 
1996; Cd) :'I'-mended and Restated Security Agreement between 
AlA Services. AlA Insurance, Inc., and Reed dated July 1. 1996; 
I (c) Letter getween Reed, R. John Taylor and Donna dated February 
27.2001; (f) Series A. Preferred Shareholder Agreement between 
AlA Servites. and Reed dated July 1, 1996; and (g) Any other 
agreementJ contract or promise orany kind or nature. (emphasis 
supplied). I 
8. On Februafy 22, Reed J. TayJor executed a Consent in Lieu of Special 
I 
Shareholder Meeting of A!lA Services nnd allegedly removed John Taylor, loLee Duclos and 
I 
Bryan Freeman from the $oard of Directors and appointed himself as sole Board member. 
I 
9. Reed J. Taylor then broke into the offices of AlA Services in the early morning of 
Sunday, February 25, 200?, and attempted to take over the offices and books and records of 
AlA Services. 
10. Reed J. Tarlor in bad faith used the December 1,2006 Subordination Agreement 
with Donna Taylor in ord~r to manufacture an alleged default against AlA Services of 
non-payment of principal ~nder the Stock Redemption Restructure Agreement. Amended Pledge 
Agreement, and AmendecJ; Security Agreement of 1996 to take over AlA Insurance based on a 
secret nullification and re~eission of the Series A Shareholder Agreement of 1996 and the 
January I], 1995 Shureho~der LeUer Agreement. 
11. P1aintiffasferts that the December l. 2006 Subordination Agreement between 
Reed J. Tuylor and DonnaiTayior is effective and enforceable as against Defendants, 
notwithstanding that the Agreement was obtained without the knowledge or consent of AlA 
I 
Services. 
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12. The SeriesiA Pre.fcrrcd Shareholder Agreement dated July 1. 1996 is an integrnl 
part of the Stock Redemption Restructure Agreement of 1996 and was material consideration .for 
I 
AlA Services executing tl~e Stock Redemption Restructure Agreement of 1996. Section 8(g} of 
I 
the Series A Preferred Shdreholder Agreement provides in part: 
I 
Each provi~ion of this Agreement is interdependent with and 
inseparabld from every other provision hereof; and each covennnt 
is given in tonsiderotion of every other covenant herein. If any 
provision ~f this Agreement is invnlid, mega1. unenforceable or 
inapplicable to any person or circumslance to which it is intended 
to be applitable, in whole or in part this entire Agreement shall be 
void. ' 
Because ofthe aetlons and conduct of Reed J. Taylor and as a result of the December 1. 
2006 Agreement. an essegtial and inseparnble provisions of the Series A Preferred Shareholder 
Agreement have been resdinded resulting in a failure ofconsiderntion; and by its terms the Series 
I 
A Preferred Shareholder I}greement of ]996 is void. Voiding the Series A Preferred Shareholder 
Agreement of 1996 by Reed J. Taylor nlso effectively rescinds the 1995 Stock Redemption 
I 
Agreement for failure of Jilaterial consideration on which the Redemption Agreement was based. 
13. The Januacy 11, 1995 Shareholder-Letter Agreement was materlnl consideration 
for AlA Services executing lhe 1995 Shareholder Redemption Agreement and was integral to the 
I 
execution of the 1995 Shareholder Redemption Agreement and the delivery of the $6 rniIlion 
Promissory Note (promis~ory Note) to Reed 1. Taylor. The Promissory Note expressly refers to 
and incorporates the Januqry 11. 1995 Shareholder Letter Agreement subordination set forth in 
I 
the January 1]. 1995 Shar~holder Letter Agreement. Reed J. Taylor agreed to the complele 
subordination ofprincipal!and interest payments on Services' $6,000.000 Promissory Note 
payable to Reed untU the $crics A Preferred shares were redeemed completely. Because oftlle 
I 
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actions and conduct of Re:ed J. Taylor, the January 11, 1995 Shareholder Letter Agreement has 
been nullified and rescind:ed by the express tenns of the Subordination Agreement of December 
1,2006. The rescission oflhe January 11, 1995 Shareholder Letter by Reed J. Taylor effectively 
rescinds the 1995 Stockhqlder Redemption Agreement for failure ofmatenal consideration on 
'which the Redemption Asreement was based. 
14. Defendlm~CountcrcIaimants allege and claim that the Stock Redemption 
Restructure Agreement in11996, the SLock Redemption Agreement of 1995, the January II, 1995 
Letter Agreement and the iS6M Note have been rescinded through the deceitful course of conduct 
and action by Reed J. T<lyfor. 
15. AlA Serviqes hereby tenders to Reed 1. Taylor the equivalent of 613,494 shares of 
I 
AlA Services Corporation; common stock conditioned upon (and AlA Services hereby demands) 
repayment by Reed ofallhmounts paid to Reed or on his behalf pursuant to the rescinded 
I 
agreements. 
SIXTH COUNTERCLAIM 
TRESPASS 
1. In the carlYj morning hours of Sunday, February 25,2007, Plaintiff and sever.11 of 
his associates entered the ?ffices of AlA Services and AlA Insurance without notice and without 
peDnission, which constit~tes an intentional trespass on the property of AlA Services and 
AlA Insurance. which causes those corporations damages in arnountswhich will be proved at 
I 
trial. 
2. Based on ttlc conduct descried in the preceding counterclaim PlaintifTs are entitled 
I 
to an award of punitive darages and will seek permission to amend its property for relief 
pursuant to I.C. 6-1604. 
I 
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ATTORNEYS' FEES 
These Defendants !have been required to retain the services of Hawley Troxell Ennis 
& Ha.wley LLP and are e*iLled to an award of attorneys' fees pursuant to Idaho Code §§ 12-120, 
12-121, and/or other appl~cable law. 
NOTICE OF INTENT TO AMEND 
These Defendants perebY give notice of their intent to amend this Answer and 
Counterclaim to add additional claims, defenses and counterclaims, including a claim for 
I 
punitive damages, as disc~very is conducted. 
PRAYER FOR RELIEF 
\VHEREFORE, thpse Defendants request the Court: 
1. To dismissllhe Fifth Amended Complaint with prejudice; 
2. To award these Defendants damages on their Counterclaims in the amounts to be 
I 
proven at trial for tre spas sl and breach ofcontract; 
3. To enter a judgment voiding the 2006 subordination agreement; 
, 
4. To enter a~ injunctive. rcHefas set forth in these Defendants~ Fourth 
Counterclaim; 
5. To enjoin ~1.is Plaintiff from harassing andlor interfering with the mnnage.ment of 
AlA Insurance and AlA S~rvices, and to enjoin the PlaintiLT from entering upon the premises of 
AlA Insurance and AlA Shrvices without the express permiSSion oflhesc Defendants, and to 
enjoin the Plnintifffrom a6ting or attempting to net as a Director or officer of AlA Insurance, and 
I 
to enjoin the Plaintifffr0nl harassing or annoying, directly or indirectly, any employee of 
AlA Services or AlA Insu6nce in person, by telephone, or by written communications. 
I 
6. To enter a~ order: 
I 
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(n) That Reed J. Taylor by executing the December 1,2006 Subordination 
Agreement rescinded andinullified the 1996 Preferred Series A Shareholdcr Agreement, and that 
the 1996 Stock Redemption Restructure Agreement is void for failure of material consideration 
I 
upon which the redempth~n was based; 
(b) Thnt Reed Taylor by executing the December 1, 2006 Subordination 
I 
Agreement rescinded the January 11. 1995 Shareholder Letter Agreement and that the 1995 
I 
Stock Redemption Agreerpent is void for failure of material consideration upon which the 
redemption was based; 
I 
(c) Tlldt Reed 1. Taylor repay to AlA Services all sums plus interest paid to 
I 
him including the value of personal property transferred to him relating or incident to the 1996 
Stock Redemption ReSLru?ture Agreement and the 1995 Stock Redemption Agreement; and 
(d) Up~m repayment of sums in paragraph (c), the AlA Services restore all 
common stock formerly hbld by Reed J. Taylor taking into consideration stock increases or 
decreases. 
7. For puniti.J,e damages as may be allowed. 
8. For all costs and attorney fees as provided by contract or statute, including Idaho 
I 
Code § 12-120 and § 12-1~1 or other applicable law. 
9. For such other and further relief as the Court may find just and proper in the 
I 
circumstances. 
I DEMAND FOR JURY TRlAL 
ALA Services Co~ora1ion and AlA Insurance, Inc. hereby demand a trial by a jury of 
twelve (I2). 
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DATED THIS --=:'--1-'-
HAWLEY TROXELL ENNIS & HAWLEY LLP 
(BY ~ _ ,£). 6~ ~. ~ISB No. 1486 
AttOIueys for Defendants AlA Services 
Corporation, AlA Insurance, Inc. 
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CERTIFICATE OF SERVICE 
I 
I 
I HEREBY CERllIFY that on thisQfuay of March, 2008, I caused to be served a true 
copy of the foregoing ATI~: SERVICES CORPORATION'S AND AlA INSURANCE INCo'S 
FIRST AMENDED ANS!WER TO PLAINTIFP'S FIFTH AMENDED COrv1PLAINT, 
COUNTERCLAIM. ANJt) DEMAND FOR JURY TRIAL by the method indicated below, and 
nddressed to each of the ~olloWing: 
Roderick C. Bond : 
Ned A. Cannon I 
Smith, Cannon & Bond Pf-LC 
50& Eighth Street I 
Lewiston, 1D 83501 I 
[Attorneys for Plaintiff] 
David A. Gittins 
Law Office of David A. Chttins 
P.O. Box 191 I 
Clarkston, \V A 99403 
[Attorney fOL Defendants !Duc[os and Freeman] 
Michael E. McNichols J 
Clements Brown & McNichols 
32 I 13th Street I 
Lewiston, ID 83501 
[Attorneys fOL Defendant~. John Taylor] 
Jonathan D. Hally 
Clark & Feeney 
P.O. Box 285 
Lewiston, 1D 83501 • I 
[Attorneys fOf Dcfendant~ Connie Taylor, James Beck 
and Corrine Beck] 
James J. Gatziolis 
Charles E. Harper , 
QUARLES & BRADY LLP 
500 West Madison Strect,!Suitc 3700 
Chicago, Illinois 60661-2511 
[Attorneys for CLOp USA 1nsurance] 
__ U.S. Mail, Postage Prepaid 
Hand Delivered 
__ Overnight Mail 
__ Telecopy 
./ Emai] 
__ U.S. Mnil, Postage Prepaid 
Hand Delivered 
__ Overnight Mail 
__ TcIecopy 
./ Email 
__ U.S. Mail, Postage Prepaid 
I-land Delivered 
__ Overnight Mail 
__ Telccopy 
./ Email 
__ U.S. Mail, Postage Prepaid 
Hand Delivered 
__ Overnight Mail 
__ Tclecopy 
./ Email 
__ u.S. Mall, Postage Prepaid 
I-land Delivered 
__ Overnight Mail 
__ . TelecopY' 
./ Email 
-~-
Gary D. Bailbitt 
I 
AlA SERVICES CORPO~TION'S AND AlA INSURANCE INC.'S FIRST 
AMENDED ANSWER T?_~LAINTIF'F'S FIFTH AMENDED COMPLAINT, 
COUNTERCLAIM, ANDj DEMAND FOR JURY TRIAL - 34 
<OOOS.OOOO.11!Xl28T.::l 
AlA SERVICES CORPORATION'S AND AlA INSURANCE INC'S FIRST 
AMENDED ANSWER TO PLAINTIFF'S FIFTH AMENDED COMPLAINT, 
COUNTERCLAIM AND DEMAND FOR JURY TRIAL 
ZZ4/ 
Hawley Troxell 
I' 
3/11/2008 4:43 PAGE 2/5 FAX: (208)34Z-3~~8 
VcJ..-ev 
Gary D. Babbin ISB No .. 1486 
D. John Ashby ISB No. 1228 
HAWLEY TROXELL ENNIS & HAWLEY LLP 
877 Main Street, Suite] 000 
P.O. Box 1617 
Boise, TD 83701-1617 
Telephone: (208) 344-6000 
Facsimile: (208) 342-3Sk9 
Email: gdb@htch.com : 
jash@hteh.com . 
Attorneys for AlA Services Corporation, 
AlA Insurance, Inc., and.CropUSA 
IN THE DIS:TRICT COURT OF THE SECOND JUDICIAL DISTRICT 
I 
OF THE STATE OF IDAHO, IN AND FOR THE COUNTY OF NEZ PERCE 
REED J . TAYLOR. a si:qgle person. 
Plaintiff. Case No. CV-07-00208 
VS. 
) 
) 
) 
) 
) 
AlA SERVICES CORPqRATION, an Idaho ) 
corporation; AIA INS~CE. INC., an ) 
AFFIDAVIT OF GARY D. BABBITT IN 
SUPPORT OF MOTION FOR 
RECONSIDERATION 
Idaho corporation; R. JOHN TAYLOR and ) 
CONNIE TAYLOR, indlvidual1y and the ) 
community property coniprised thereof; ) 
BRYAN FRE~MAN, a S:ing]c person; JOLEE ) 
DUCLOS, a smgle person; CROP USA ) 
INSURANCE AGENCYj. INC., an Idaho ) 
Corporation; and JAMES BECK and ) 
CORRINE BECK, individually and the ) 
community property co~priscd thereof, ) 
Defendanls. 
) 
) 
) 
----------------~---------------) 
AlA SERVICES CORPQRA TION, an Idaho ) 
corporation; and AlA INSURANCE, INC., an ) 
, ) 
AFFIDAVIT OF GARY D. BABBITT IN SUPPORT OF MOTION FOR 
RECONSIDERATION -jl 
I 
I 
AFFIDAVIT OF GARY D. BABBITT IN SUPPORT OF MOTION FOR 
RECONSIDERA TION 
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Idaho corporation, 
Countcrclaimants. 
vs. 
REED J . TAYLOR. a single person, 
Counterdfi:fend an t. 
) 
) 
) 
) 
) 
} 
) 
) 
r All.: \ LVO I -:)'±L. --:)OL.;:::J 
GARY D. BABB;lTT. being first duly sworn upon oath, deposes and says: 
1. I am an atto~cy with the law finn ofHaw]ey Troxell Ennis & Hawley LLP. counsel 
1 
of record [or DefendantslAIA Services Corporation and AIA Insurance, Inc., in the above-
referenced malter. I make this affidavit based upon my own personal knowledge. 
2. Attached hcrc:to as Exhibits A and B are true and accurate copies of AIA Services' 
1 • 
1987 Amcnded Articles ofIncorporation and 1995 Amended Articles of Amendment to the 
1 
Articles ofIncorporationi which have been produced through discovery to Plaintiffs counsel. 
3. Attached heretO as Exhibit C is a true and accurate copy ofa January II, 1995 LeUer 
Agreement, which has b~en produced through discovery to PlaintiWs counse1. 
4. Attached here~o as Exhibit D is a true and accurate copy ofthe Stock Redemption 
Agreement, which has bebn produced through discovery to PlaintiIT's counseL 
5. Attached hereto as Exhibit E is a true and accurate copy of AlA Services' 1995 
1 
Consolidated Financial S1atements. which has been produced through discovery to Plaintiff's 
counseL 
Further your affiont saycth naught. 
I 
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STATE OF IDAHO ) 
) ss. 
County of Ada ) 
I "'-SUBSCRIBED A!ND SWORN before me this ~ day of March. 2008. 
I 
Name: ~=ry:t1 zYli/)eg, 
Notary Public forJ4aho 
Residing at \60 l~ , ---cdC! ho 
My commission expires 51 30 1';>008: 
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CERTIFICATE OF SERVICE 
I HEREBY CERTIFY that on this 1L day of March. 2008, I caused to be served a true 
copy ofthe foregoing A.I1FIDA VIT OF GARY D. BABBITT IN SUPPORT OF MOTION FOR 
RECONSIDERATION ~y the method indicated below, and addressed to each ofthe following: 
Roderick C. Bond __ U.S. Mail, Postage Prepaid 
Ned A. Cannon 
Smith, Cannon & Bond 
508 Eighth Street 
Lewiston, ID 83501 
[Attorneys for Plaintiff] 
Hand Delivered 
__ Overnight Mail 
__ Telecopy 
-tL-Email 
David A. Gittins 
Law Office of David A. iWns 
__ U.S. Mail. Postage Prepaid 
__ Hand Delivered 
P.O. Box 191 __ Overnight Mail 
Clarkston, W A 99403 
[Attorney for Defendants Duclos and Freeman] 
__ TeIccopy 
VEmaiJ 
Michael E. McNichols I 
Clements Brown & McNichols 
__ U.S. Mail, Postage Prepaid 
Hand Delivered 
321 13th Street I 
Lewiston~ ID 83501 
[Attorneys for Defendan~ R. John Taylor] 
__ Overnight Mail 
Telecopy 
~Email 
Jonathan D. Hally 
Clark & Feeney 
I 
__ U.S. Mail, PosLage Prepaid 
__ Hand Delivered 
P.O. Box 285 I __ Overnight Mail 
__ Telecopy 
............- Email 
Lewiston. ID 83501 
[Attorneys for Defendan(s Connie Taylor. James Beck 
and Corrine Beck] I 
James J. Gatziolis __ U.S. Mail, Postage Prepaid 
Charles E. Harper I __ Hand Delivered 
QUARLES & BRADY LLP __ Overnight Mail 
500 West Madison Stree~ Suite 3700 Telecopy 
Chicago. Illinois 60661-1~511 ~E-maiI 
[AILamcys far Crop US4lnsurnncc] ~ ~ 
~ __ -== _-~. -~-~. /J~(-.!.....~...d.-J.dW:~~ 
Gary D. Babbitt 
AFFIDAVIT OF GARY b. BABBITT IN SUPPORT OF MOTION FOR 
RECONSIDERATION - i::J. 
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Gary D. Babbitt ISB No. 1486 
D. John Ashby ISB No. 7228 
HAWLEY TROXELL ENNIS & HAWLEY LLP 
877 Main Street, Suite 1000 
P.O. Box 1617 
Boise. ill 83701-1617 
Telephone: (208) 344-6000 
Facsimile: (208) 342-3829 
Email: gdb@hteh.com 
j ash@hteh.com 
Attorneys for AlA Services Corporation and 
AlA Insurance, Inc. 
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DEPUTY 
IN THE DISTRICT COURT OF THE SECOND JUDICIAL DISTRICT 
OF THE STATE OF IDAHO. IN AND FOR THE COUNTY OF NEZ PERCE 
REED J. TAYLOR. a single person, ) 
) 
Plaintiff. ) 
vs. ) 
) 
AlA SERVICES CORPO~TION. an Idaho ) 
corporation~ AIA INSURANCE, INC., an ) 
Idaho corporation; R. JoI-):N TAYLOR and ) 
CONNIE TAYLOR. individually and the ) 
community property comprised thereof; ) 
BRYAN FREEMAN. a sibgle person; JOLEE ) 
DUCLOS, a single pcrsoIi; CROP USA ) 
INSURANCE AGENCY. INC., an Idaho ) 
Corporation; and JAMES BECK and ) 
CORRINE BECK. individually and the ) 
community property comprised thereof. ) 
) 
Defendants. ) 
) 
----------------------------------) 
AlA SERVICES CORPORATION. an Idaho ) 
corporation; and AIA INSURANCE, INC., an ) 
Case No. CV-07-00208 
REPLY MEMORANDUM IN SUPPORT 
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AND CLARIFICATION AND. IN THE 
ALTERNATIVE. REQUEST FOR 
CERTIFICATION FOR 
INTERLOCUTORY APPEAL 
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Idaho corporation, 
Counterclaimants, 
vs. 
REED J. TA YLO~ a single person, 
Counterde[endant. 
) 
) 
) 
) 
) 
) 
) 
) 
) 
---------------------------------) 
Defendants, AIA Services Corporation and AIA Insurance Inc .• by and through their 
counsel of record, Hawley Troxell Ennis & Hawley LLP. submit this Reply in Support of Motion 
[or Reconsideration and Clarification of the grant of partial summary judgment in favor of 
PlaintiITReed Taylor ("Rced") entered on February 8, 2008 (the "Order"). 
I. ARGUMENT 
A. The Court Must Liberally Construe All Facts And Draw AU Reasonable Inferences 
In Favor of Defen'unnts As The Non-l\tloving Parties 
PlaintiITbegins his: memorandum jn opposition to reconsideration of the summary 
judgment Order by asserting that the Court need not construe facts and draw inferences in favor 
of Defendants, but instcad.is permitted to "arrive at the most probable inferences based upon the 
undisputed evidence proPGrty before [the Court]." See PlaintifTs Opposition Brief. p. 3 (citing 
Fullerton v. Griswold, 136 P.3d 291,296, 136 P.3d 291). This statement demonstrates a 
fundamental misunderstanding of summary jUdgment. 
It is well settled that, when considering a motion for summary judgment, U[a]ll disputed 
facts are to be construed liperally in favor of the non-moving party. and all reasonable inferences 
that can be drawn from the record are to be drawn in favor of the non-moving party." FeJlwick v. 
IdalIo Dept. of Lands. 160;P.3d 757, 760 (2007). The exception to this rule is when the District 
Court, not ajuxy, is the ultimate Lrier affact. i.e., where no jury trial has been requested. 
-2 
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Such was the case in Griswold, which is the reason why the Court there was permitted to 
draw its own inferences ralher Utan draw inferences in favor ofthe non-moving party. The Court 
cited JJltermolllltaill Forest A-faJlagcmc1l1. Jnc. v. Louisiana Pacific Corp., 136 Idaho 233, 235, 31 
P.3d 921,923 (2001), which explained: 
Neither pa~y in this case made a demand for ajury trial. When an 
action will be tried before the court without a jurY. the trial court as 
the trier oClact [s entitled 10 arrive at the most probable inferences 
based upon: the undisputed evidence properly before it and grant 
the summarY judgment despite the possibility of conflicting 
inferences:' 
Id. (emphasis added); see triso Riverside Dev. Co. v. Ritchie, 103 Idaho 5i5, 519, 650 P .2d 657. 
661 (1982) ("[Vl]herc the evidentiary facts are not disputed and the trial court rather than ajury 
will be the trier of fact. summary judgment is appropriate, despite the possibility of conflicting 
inferences because the court alone will be responsible for resolving the conflict between those 
inferences."). 
While Defendants do not doubt that the citation to Ule wrong sununary judgment standard 
was merely an oversight, it highlights the central reason that summary judgment is not 
appropriate in this case. This case will be tried to ajury. and that jury must be permitted to 
resolve the factual issues presentcd in this case. For examp]c, AlA has presented evidence (both 
express oral statements of:waiver and subsequent conducl confirming those express statements) 
that Reed waived certain rights I!lnder the Promissory Note. While Reed denies Lhal he made the 
statements o[waiver. and asserts that certain inferences could be drawn that his conduct did not 
demonsLrate a waiver. the fluestion o[\vhether Reed waived his right to declare a default under 
Lhe Note is a question offact [or the jury, noL a question of law for the Court. See. e.g., Riverside 
Development. 103 Idaho at 518 (,<The exisLence ofwarver ordinarily is a question of fact, and if 
there is any substantial evidence in the record to support a waiver it is for the Lrier of fact to 
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determine whether the evidence establishes such a waiver."); C. 1. T. Corp. v. Hess. 88 Idaho 1. 
9,395 P.2d 471,475-76 (1964) (HIt is within the province of the trier of fact to deteJTIllne 
whether the evidence in a particular case constitutes a waiver."). 
B. SUJnmary .Judgment Is Not Appropriate Because There Exist rvrateri1l1 Issues Of 
Fact As To Whether Reed Waived Certain Rights Under The Note 
1_ AlA Has Presented Suhstantial Evjdence Of'\Vaiver 
AlA has presented subslantlal evidence of Reed's waiver. Reed expressly stated 
thal he would accept reduced interest payments ofS25,OOO per month (i.e., $15,000 directly to 
Reed and approxlmatcly $10,000 to Reed's pilot and ranch hand) without declaring a default. 
See February 21.2008 John Taylor Aff.. ~ 9. Reed further expressly stated that he would not 
declare a default with regard to the $6 MiI1ion principal until AlA and CropUSA reached S60 
Million in new business placements. Jd. 
In addition to the express statements of waiver. Reed's conduct further establishes his 
intent to waive certain rights under the note. Rather than declare a default when AIA was in 
default, as of March 2003 nnd un of the way through the August 2005 principal due date. Reed 
accepted reduced payrnent:s 0[$25,000 every single month, without complaint. Then. even aner 
August 1.2005, the date or which rhe principal would have been due ifnot for Reed's waiver, 
Reed continued to accept the reduced interest payments for another year and a half without 
complaint and without declaring a default. Even after receiving a May 27, 2004 letter from AlA 
La Donna Taylor. statin.!; that "Reed also took a 65% cut in his monthly payment for these Jast 
several years," Reed did not contest the truth of that statement and continued to act consistent 
with his waiver. See Feb~ary 21,2008 John Taylor Aff., ~ 13-14; Ex. E. Reed waived his 
rights under the Note beca\lse he knew AIA could not pay off the Note on its own at that time. 
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Reed instructed John and ALA to work with CropUSA to build up ajoint agency force, which 
would allow the combined companies ao finance a payoff of Reed's Note. Jd. at,-r 11. 
AlA has also demonstrated that it detrimentally relied on Reed's waiver. AlA abandoned 
a new health insurance product at Reed's insistence, leaving ALA without a revenue source to 
finance the payoff of RecQ's Note. Jd. at'U 15. AlA ccased its efforts to obtain financing to pay 
oITReed's Note, instead rocusing its efforts on building up thejornt agency force with 
I 
CropUSA, which would ultimately enable the companies to increase their revenues and obtain 
financing to pay off Reed's Note. It!. at 'll16. AlA detrimentally relied on Reed's waiver by 
guaranteeing certain loans to CropUSA.l ALA a1tered its payments to Donna Taylor in reliance 
on Reed's waiver. It!. at Ex. E. Finally, although AlA would have preferred to have terminated 
Reed's role as sales manager much earlier, AIA did not do so in reliance on Reed's waiver and 
agreement to defer payment of the Nole's principai until the companies reach $60 Mi1lioll in new 
business placements and Reed's insistence that he be allowed to help the companies reach their 
goais. I(l at'U 19. In each, of these ways, AlA altered its position in reliance on Reed's waiver, 
leaving AlA in a worse off financial position in general and for purposes of complying with the 
original tenus of the Note. 
Reed makes no ar.!~ument that these facts do not satisfy the clements of waiver. Rather, 
Reed asserts that the Court should not construe these facts in favor of ALA and, instead, should 
1 Reed and AIA argue for differing inferences to be drawn from this fact. Reed asks the Court to 
draw the inference that AlA guaranteed the loans to CropUSA out of some fraudulent and 
malicious intent to encumber its assets and hurt Reed. AIA contends that it did so in reliance 
on. Reed's waiver and Reed's insistence that AlA focus its efforts on rebuilding lhejoint 
agency force and build, the companies to a position that they could pay off Reed's Note in 
full. While a jury is free to draw whichever inference it prefers. the Court on summary 
judgment must constru:e that facts liberally and draw inferences in favor of AlA as the non-
moving party. 
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igno.e the fuels p.cscnted·by AlA because they a.e somehow "sham," conLradictory, or 
otherwise inadmissible faT unspecified reasons. 
Reed cites the ruie; that a party cannot create a material issue of fact by an affidavit 
contradicting prior sworn testimony. However, Reed does not offer any explanation as (0 how 
John's affidavit contradicts prior sworn testimony. Instead, Reed merely asserts that John has 
already been deposed and 'that "John never previously testified that Reed AllegcdJyagreed to not 
put AlA Services in default until the companies reached S60 Million in premiums." See 
Opposition Brief. p. 9. D4spitc Reed's assertion, John's testimony has been consistent since the 
very beginning of the casc. In his affidavit dated February 28,2007, John testified that he and 
Reed ocached certain agreements in March 2003 related to AlA's debt obligations. As part of 
that agreement, Reed "agreed to defer his receipt of the unpaid principal and interest on his nOle 
until the companies were financially able to be restructured and to redeem his note ... "\Vhen the 
companies achieved $60 Million in new business placements, the companies would then be able 
to rctire his NoLe and redeem all the outstanding preferred shares of AIA Services." I(l at 16. 
How is a promise that Reed would defer payment of principal until the companies reached 5)60 
Million in new business placements inconsistent with a promise that Reed would not declare a 
default until the companies reached 5)60 Million in new business placements? The two 
statements are whol1y consistent and .cally one in the samc. 
Reed certainly has the right to deny at tria1 that he made these statements and Reed can 
argue to the jury that it should be1ievc Reed's account and draw inferences in Reed's favor. But 
for purposes of summary judgJ11cnt, these facls and inferences must be drawn in AlA's favor. 
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2. '\Vaiver And Oral Modification Arc Separate Issucs 
Reed asserts that the waiver fails as a maHer- onaw because it is supported by some of the 
same evidence as the oral modification.2 To the contrary. courts have repeatedly held that an 
attempted oral modification. even if it fails for some tcchnical reason, can still amount to a 
waiver, and the question of waiver is [0 be delermined by the jury. For example, in £.'(;XOll Corp. 
v. Crosby-Mississippi ResOllrces. Ltd., 40 F.3d 1474 (5th Cir. 1995), evidence was presented that 
the parties to a contract or.:tlly agreed to forego certain pricing terms under the contract. and the 
party denying the ora! agreement accepted payments below those required under the original 
contract. Even though lhd court held that there was no binding oral modification. there was a 
waiver of rights under the contract. Id. at 1492 (""we conclude t1mt even though the parties' 
attempted modification was ineffective as such, the oral agreement to modify, coupled with the 
course ofper[ormance, demonstrates that CMR waived enforcement of the floor provision."). 
Similar1y. in Anglis Medical Co. v. Digital Equipment Corp., 840 P.2d 1024, 1029 (Ariz. 
App. 1992). the court lound that statements made by one contracting party were not sufficient (0 
constitute a modification of the contract. However, the same laets related to the failed 
modification created a material issue 01 facl precluding summary judgment as to waiver. Id. 
("The Digital snlesperson'$ statement thus could still constitute a waiver olthe right to enfol""Cc 
the Terms and Conditions form. even if there were no writing sufficient to modify the substance 
ofthe contract tenus themselves. We hold that genuine issues of material fact exist as to the 
2 The only authority Reed.dtes lor this proposition is Smryer v. Citizens and Southerll NaL 
Ballk. 296 S.E.2d 134, 137-138 (Ga. App. 1982). As an initial matter, the court in that case 
mentioned waiver only in passing because the party asserting waiver on appeal "fail[ed] to 
plead affinnatively thCjdefense of waiver." Id. Moreover. the case docs not purport to 
announce the broad ru(e for which Reed cites it. 
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meaning of the Work Statement language on 'changes" the intent ofthe parties regurding 111e 
Terms and CondiLions. anti whether the stutement of Digital's employee constituted a waiver of 
Digital's right ta insist upon the Terms and Conditions."); sec also Doublc-E Spor/swear Corp. v. 
Girard Trus/ Bank, 488 Fj2d 292.295-96 (3rd Cir. 1973); Jelen alld Son, Illc. v. BaJldimere, 801 
P.2d l182. 1185 (Colo. 1990). 
3. Reed Cum;lOt Revoke His "'\Vaiver Because AlA Has Detrimentally Relied On 
That '\Vah'cr 
CitingPaltYIl v. Fqvers. 327 P.2d 818,820 (Mont. 1958), Reed asserts that "[a] waiver of 
a past defuult docs not prc:;vent a creditor fram usserting his rights on any subsequent default." 
In that case, a creditor wa~ved the time requirements ofa single installment payment, and the 
court rejected the debtor's argument that this waiver of a single installment payment prevented 
the creditor from asserting a defaulL with regard to subsequent late payments. A[A docs not 
disagree with the holding in the Partyn case, but it is inapplicable to the case at hand. 
Here, AlA is not contending that Reed's acceptance ofa single lute or reduced payment 
constitutes a waiver with r,egard to subsequent Jate payments. Instead, AlA contends (and 
supports this contenLion wHh substantial evidence) that Reed expressly agreed to waive his right 
to payment of principal (and his related right to assert a default) until the companies reached 
$60 Million in new business placements. 
Reed also contends incorrectly that he can now revoke his waiver. See Opposition Brief, 
p. 13 ("In fact, even ifRec;d had waived any past defaults, he reasserted his contractual rights 
through Lhe notice of default he provided AlA Services on December 12,2006."). Contrary to 
this assertion [or which Reed offers no citation, a party is not permitted to revoke a waiver. See 
28 Am.Jur.2d § 200 ("Il is. well settled that a waiver once made is irrevocable, even in the 
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absence of consideration. t>r of any change in position ofthe party in whose favor the waiver 
operates."). 
Reed's waiver is especially irrevocable in light of the fact that AlA has detrimentally 
relied on the waiver as set forth above. See Brockingtol/ v. Grimstead. 933 A.2d 426. 442 (Md. 
App. 2007) ("[A] waiver qaJUlot be revoked when the opposing party bas relied upon it and 
would be prejudiced by the revocation or the revocation would result in an improper 
manipulation of the judicial process."). AlA has detrimentally rcHed on Reed's waiver such that 
it is in a worse-off financial position for purposes of complying with tile original terms of the 
Note. See February 21. 2Q08 John Taylor Aff., -0'" 15-19. Under these circumstances, it would 
be patently unjust to allow Reed (0 revoke his waiver. 
C. The Parties Enter:ed Into An Enforceaule lYlodification 
For the reasons sct:forth in AIA's Memorandum in Support orMation for 
Reconsideration, the parti~s entered into an enforceable modification. Reed docs not focus on 
this issue in his opposition brief, so AlA wjJJ not address the issue further. 
D. The Serics A Shar,eilolLler Issues Prevent An Order Of Summary Judgment 
1. History And Background Of The Subordination Provisions 
To understand the importance of the subordination c1auses of the various agreements, It is 
importa.nlto go back to the original agreements. Going as far back as the 1987 Amended AlA 
Services Articles of Incorporalion. AlA Services was required to prolect the interests of the 
Series A Preferred SharehoIders (known as the "Slated Value Preferred Stock" at that lime). The 
1987 Amended Articles of Incorporation (and the subsequent 1996 Amended Articles of 
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Incorporalion3) limited AIA Services' ability to incur debt. See. Section 4.9(c) (the 1987 
Amended Articles of Incorporation and 1995 Amended Articles of Incorporation arc attached as 
exhibit A and B 10 the Affidavit of Ga.ry D. Babbitt filed concurrently herewith). 
The 1987 Amendcd Articles oflncorpornLion further provide the Series A Preferred 
Shareholder with the righ~ to redemption of the Series A Preferred Stock in the event ofany 
breach of tho Articles ofI:i1corporntion: 
The holder~ofthe stated value of preferred stock [subsequently 
called Series A Preferrcd Stock] shall have the right to require the 
comoration to redeem sueh stock from any legally available funds 
upon breach orany covenant ortlle comoratlon set forth in this 
Article Fo~rtll, but only to the extent such redemption shall not 
violate the ldaho Business Corporation Act restrictions on the 
corporation's redemption of its OWn shares. This right may be 
exercised hy giving the comorntion written notice orthe demand 
for redemption specifying the default and a redemption date not 
less than 96 days Crom the date such notice is delivered from the 
comornliorl .... 
It!. at Section 4.3 (emphasis added). 
Thus, the holder of Series A Preferred shares had the right to prevent AlA Services from 
incurring new debt. Donna Taylor was the holder of 400,000 shares ofScries A Preferred Stock. 
Because there were SenesA Preferred Shares outstanding, AlA in its covenants with the Senes 
A Preferred Shareholder was prohibited by its Articles oflncorporation from incurring new debt, 
including the debt that wo(:ild be incurrcd to redeem Reed's Common Stock (including the $ 1.5 
Million Down Payment N9te and the S6 Million Note). 
The need 10 subordinate any debt incurred to redeem Reed's slock 'was recognized even 
before the July 22, 1995 Stock Redemption Agreement. On January II, 1995. AlA Services, 
3 The Articles oflncorpon:ttion were amended in 1995 without substantive change to the Series 
A Preferred Sharchold~r provisions. 
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Reed, Donna Taylor and Cumer Green (Donna Taylor's attorney) entered into a LeUer 
Agreement (the "January 11. 1995 Letter Agreement"), which made c1ear that any Note payable 
to Reed would be subordinated to the redemption rights of the Series A Preferred Shareholder: 
Further. AlA ServIces' nole or any note payable to Reed J. Taylor 
for the $6 Million purchase price for his common shares will be 
subordinated to the redemption rights of your client so that Reed 
J. Taylor will receive no principal payments on said note until 
Donna Taylor's stock has been completely redeemed. Reed 
J. Taylor \Vm receive no interest payments on the note payable to 
him ifpayrhents to Donna Taylor arc in default .... 
See Babbitt Aff.. Ex. C. 
Then, on July 22, 1995. the parties entered into the Stock Redemption Restructure 
Agreement. See Id. at Ex. D. An integral part of that agreement was the $6 Mi1Iion Note. See 
id. at Section 2.1.2. The Note specifically incorporated by reference the January 11. 1995 Letter 
Agreement's subordination provision: 
This Note is subordinate to lhe payment of the redemption 
obligations owed by Company to Donna Taylor pursuant to that 
certain letter agreement dated January 11. 1995, signed by 
Company, Payee, Donna Taylor and Cumer Green. 
See Preliminary Injunction Hearing, Ex. A. 
It was important to AlA Services to both comply with its Articles ofIncorporntion and to 
not risk having the Series A Shareholder call a breach ofthe Articles ofIncorporntion, which 
would have triggered the right to redemption oflhe Series A Preferred Shares. AlA did not want 
a suit or claim of breach ofits Articles of Incorporation. which would be adversely noted on any 
auditor reports and imperil the upcoming private placement specifically referenced in the 
January 11. 1995 Letter A.~reemcnt. 
There were import~nt financial reasons for the subordination of Reed J. Taylor's 
Promissory Note. In 1995~ AlA Services suffered aSIO,G50,150.00 net income loss. See 
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Babbitt AfT., Ex. E. Consequently. it was to AlA Services' benefit to limit the amount ofthc 
Note payment to Reed to interest from a cash flow standpoint. A 1 O-year amortization of the 
paymcnt of both principal and interest on the $6 Million Note would be approximately 
$73,592.00 a month. however, payments ofinlerest only would be $41,250.00. AlA Services 
was in financial distress and had to reduce the monthly cash drain, and at the same time AlA 
Services had comply with <its Articles of Incorporation. 
Equally important 'to AlA Services was the nature of the subordination in both the 
January 11. ] 995 Letter Agreement and the Series A Preferred Shareholder Agreement of 1996. 
Both provided for the coniplete and absolute subordination of the Promissory Note without 
reference to any due date. The January 11, 1995 Letter Agreement provided for the 
subordination of the princ~paI oft11e Promissory Note and interest on the Promissory Note if 
redemption payments to Donna Taylor were in default. In the] 996 Series A Preferrcd 
Shareholder Agreement, only the principal of the S6 Million Promissory Note was subordinated 
completely until full redemption of tile Series A preferred stock. This provided financial 
protection to AlA Services in the event of financial difficulties. as the exposure to AlA would be 
only interest payments to Reed until full redemption. The 1995 Consolidated Financial 
Statements of AlA Services Corporation's and its subsidiaries arc attached as Exhibit E to the 
Affidavit of Gary D. Babbitt. 
Then, when the pa~ies amended the various agreements in 1996. the parties again made 
clear that the subordination was an integral part of the Agreements. The 1996 Stock Redemption 
Restructure Agreement specifically referenced and incorporated the Series A Preferred 
Shareholder Agreement: 
- 12 
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A Preferred Shareholder Agreement") which supersedes and 
replaces the Series A Preferred Shm.-eholder Letter Agreements_ 
See February 21,2008 Jo11n Taylor Aff.. Ex. A, Section 1.8. 
The Series A Pref(!rred Shareholder Agreement, to which AlA Services, Reed and Donna 
Taylor werc each parties qgain provides for subordination of Reed's Note to the Series A 
Prefcrred Shareholder obligation for an indefinite period of time: 
Payment of principal to Creditor on the SGM Note (whether at 
maturity 01' al any earHer time in accordance with any right of 
prepaymen't) shall be subordinated 10 payment in full of 
Company's obligation to redeem the Series A Preferred Stock .. 
CompanY shall not pay anY principal on the $61\1 Note until the 
Series A Preferred Stock is completelv redeemed (provided, 
however, that this limitation shaH not preclude Company from 
exercising pny contractual or equitable right of offset against the 
principal of the SGM Note.) 
Id. at Ex. B (emphasis adcted). 
Thus, at every slep ofthe way, AIA ensured that it was in compliance with it Articles of 
Incorporation by making Sure that any debt to Reed was subordinate to the Series A Preferred 
Shareholder debt .. The importance to AlA to be in compliance with its Articles of Incorporation 
and to ensure that the deb~ to Reed remained subordinated is further evidenced by the specific 
provision in the Series A Preferred Shareholder Agreement that said agreement could not be 
modified without the consent of all parties: 
No provision of this Agreement may be amended, modified, 
waived, or iiupplemented, except by a writing signed bv all parties 
to this Agreement. 
See Id. (emphasis added). 
Indeed, Lhe Series A Preferred Shareholder Agreement even provides that invalidation of 
any part of said agreement would render the entire agreement void: 
(g) Each provision ofthis Agreement is intcrdependenL with 
and inseparflble from every other provision hereof; and each 
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covenant hl:!rcin is given in consideration of every other covenant 
herein. If anv provision of this Agreement is invalid, illegal. 
unenforcehblc or inapplicable to anv person or circumstance to 
which it is;intcndcd to be applicable, in whole or in part, thi.s 
entire Agreement shan be void. 
leL at p. 8 (emphasis added). 
2. The Cons~quence of Reed Taylor's Contention that the Dcccrnber 1, 2006 
Subordination Agreement is Enforceable Is That AlA Services Is Entitled to 
Rescission' of ALL Agreenlents Between AlA Services and Reed. 
Based on his actions and conduct, Reed J. Taylor has consistently contended that the 
December 1, 2006 Subordination Agreement is enforceable. This Agreement and Reed J. 
Taylor's conduct nullifies :the consideration originally bargained [or by AIA Services in the 1996 
Stock Redemption Restruylure Agreement and the 1995 Stock Redemption Agreement, entitling 
AlA Services (0 rescission or all related agreements between the parties. AlA Services has fiIed 
a First Amended Answer to PlaintifTs Fifth Complaint on March 7. 2008 alleging in its Fifih 
Counterclaim that nil oftlle related agreements between AIA Services and Reed 1. Taylor have 
been nullified and rescinded by him. 
Reed J. Taylor's nullification and unilateral rescission of all the related agreements 
between him and AlA Services is evidenced by a consistent and unremitting demand for 
payment of£6,OOO.000 anU all accrued interest commencing with the Notice of Default on 
December 12.2006 allegiI)g failure to pay all principal and interest "now in excess of £7.7 
Million." Exhibit F. Preliminary Injunction Hearing. Next, in all ofthe complaints filed by 
Reed J. Taylor. he has alleged allthe principal and interest on the promissory note is now due 
and owing. Consistent with the complaints, PlaintifPs counsel has argued that in the motion for 
partial summary judgment.lhat $8.5 Million is due and owing. Now, Reed J. Taylor seeks to 
have the partial summary judgment certified as final pursuant to LR.C.P. 54(b). Reed J. Taylor's 
actions and judicial udmis!ilons stretching over a year confirm that he has intentionally nullified 
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and rescinded an prior agreemenlS with AlA Services by seeking a final judgment on $8.5 
MiIIion. 
Reed knew and understood that, in conformance with the Articles of Incorporation, 
payment of principal on the £6 Million Promissory Note was fully subordinated to the 
company's obligation to redeem the Series A Preferred Stock. Nevertheless, and without the 
consent or knowledge of AlA Services, Reed persuaded Donna Taylor Lo execute a two party 
subordination agreement on December 1. 2006 whereby the debt owing to Donna Taylor from 
redemption ofthe Series A Preferred Shares to AlA Services would be subordinated to all the 
debt owed by AlA services to Reed. This covert subordination agreement between Reed and 
Donna Taylor effectively nullified AlA Services' bargained for benefit of paying offits debt to 
the Series A Preferred Shareholder prior to paying off debt owed to a credilor orthe corporation. 
Reed not only nullified the 1996 Series A Preferred Shareholder Agreement but also 
included «;:my other agreer,nent or contract, or promise of any kind or nature" stating: 
Agreements Affected bv Donna's Subordination. Donna 
expressly subordinates all amounts, rights, obligations and 
remedies owed to her in favor of (and Junior to) Reed J. Taylor 
under the following agreements including all claims, remedies. 
rights undet such ngrecments: (n) $6 Million Promissory Note 
beLween Reed and AlA Services Corporation ('LAlA Services") 
dated August I, 1995; (b) Stock Redemption Restructure 
Agreement between Reed, Donna and AlA Services dated July I, 
1996; (c) Amended and Restated Stock Pledge Agreement between 
AlA Services and Reed dnted July 1. 1996; (d) Amended and 
Restated Se'curity Agreement between AlA Services, AIA 
Insurance, Inc., and Reed dated July 1, 1996; and (0) lelLer between 
Reed, R. John Taylor; and Donna dated February 27.200]; (f) 
Series A Preferred Shareholder Agreement between AlA Services, 
Donna and Reed dated July 1. 1996; and (g) nny othcr agreement, 
contract or promise or any kind or nature. 
See February 21,2008 lohn Taylor AIT., Ex. D. 
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The 2006 Subordination Agreement invalidates the Series A Preferred Shareholder 
AgreemenL Such an invalidation renders the Series A Preferred Shareholder Agreement void 
according to its own terms. 
(g) If ~ny provision of this Agreement is invalid, illegal, 
unenforceable or inapplicable to any person or circumstance to 
which it iS'intended to be applicable, in whole or in part, this 
entire Agr.eemcnt shall be void. 
See February 21.2008 John Taylor Aff., Ex. B. Section (g) (emphasis added). 
The purported 20Q6 Subordination not only voids the Series A Preferred Shareholder 
Agreement, but also gives rise to AlA's right to rescind all of the prior agreements, including the 
1996 Slock Redemption Restructure Agreement, the 1995 Stock Redemption Agreement, the $6 
Million Note and the Janu'ary II. 1995 Letter Agreement for failure of male rial consideration. 
Rescission ofa contract is appropriate when one ofthc parties has committed a material 
breach which destroys thCi entire object orentering into the contract and which touches the 
fundamental purpose of the contract. Ervin Constructioll Co. v. Vall Orden. 125 Idaho 695. 
699-700.874 P.2d 506, 5l0-11 (1993). In other words, rescission is available where there is a 
substantial failure of consideration affecting the entire contract. Good v. Hansell, 110 Idaho 953, 
956,719 P.2d 1213, 1216;(Cl. App.,1986); MorJensell v. Berzelllnvesfmellt Co., 102 Ariz. 348, 
429 P.2d 945 (19G7); Hofland". Gus/afton. 132 Cal.App.2d 907, 282 P.2d 1039 (Ca1.App. Dep'l 
Super.CLI955); Krause v. Mariotto. 66 Wash.2d 919.406 P.2d 16 (1965); see generally 17A 
C.l.S. COlUracJs § 420 (1963). 
In the present cascr Reed's conduct by executing the 2006 Subordination Agreement 
caused a substantia] failure of consideration affecting all ofthe prior agreements. That 
subordination was part onhe consideration to AIA Services, and AlA Services would not and 
could nol have entered intb these agreements except for the subordination of Reed's principal to 
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the redemption of the Series A Preferred Stock. AIA was obligated according to its Articles of 
Incorporation to honor the redemption rights of its Series A Preferred Shareholder. A[A 
Services specifically barg~incd for an agreement allowing AIA services Lo have its Series A 
Preferred Stock redeemediprior Lo paying its debt to Reed. Reed's subsequent agreement with 
Donna Taylor to nullify her priority and subordinate her rights nullifies the benefit of Lhe 
agreemenls to AlA servicqs. 
Each ofLhese prior agreements is nul1ified and rescinded due to failure of consideration. 
and the parties must be retUrned to their pre-contract posiLions. See CrOllkovic!z v. CO/limbus Life 
IllS. Co., 141 Idaho 821, 826,118 P.3d 153, 158 (Ct. App_ 2001) ("ResciSSIon is an equitable 
remedy aimed at resloring;the parties to their pre-contract status quo"). Thus, the original 
redemption ofReed's Common Stock should be undone, but Reed must first relurn all payments 
made to him for the redemption of his Common Slock. 
3. The December 1, 2006 Subordination Agreement between Dannn Taylor and 
Reed Taylor is Unenforceable For Lack of lVlutuality. 
The purported 200(> Subordination Agreement between Donna Taylor and Reed is an 
iHicit attempt at modifying the 1996 Stock Redemplion Restructure Agreement of 1996, the 1996 
Scries A Preferred Shareh,>lder Agreement, the January 11, 1995 Letter Agreement and the 1995 
$6 Million Note, all of which ensured that AlA was in compliance with its Articles of 
Incorporation and protected against any calling of a breach by subordinating Reed's debt to the 
Series A Preferred Shareholder obligations. The 2006 Subordination Agreement is 
unenforceable for lack of mutual assent by all the parties. 
A contract cannot tic modified without the assent orall parties to the contract. See Scolf 
v. Castle, 104 Idaho 719,724,662 P.2d 1163, 1168 (Ct. App. 1983) CIt is well settled in Idaho 
that parties to a written cOr)lract may modify its terms by subsequent oral agreement or may 
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contract further with respect to its subject mattcr .... However ... one party to u contract cannot 
alter its tenTIS without the:Dssent ortlle other and the minds ofthe parties must meet as to any 
proposed modification.") temphasis udded) (citations omitted). It is equally clear that a thrce-
party contract cannot be amended by two parties without the assent orlhe third party. As 
explained in Helling v. Maynard, 313 S.E.2d 379.382 (Va. 1984): 
In the absence of an agreement to the contrary. existing restrictions 
cannot be amended or terminated unless.illl parties alTected by the 
restriction~. or their successors, agree to the amendment or 
termination .... The 1936 Agreement made no provision for 
modification by less than all the parties. The 1945 Agreement was 
not execul<!d by all parties to the 1936 Agreement. or their 
successors. Likewise. all of the parties to the 1945 Agreement, or 
their succe$sors, were not parties to the 1956 Agreement. Clearly. 
therefore, the 1936 Agreement could not be modified by the 1945 
Agreement, and the 1956 Agreement could not terminate the 1945 
restrictions:. 
(emphasis in original)~ Fa~t v. Kahan, 481 P.2d 958,961 (Kan. 1971) (HModification requires 
the assent of all the partie4 to the contracl."). Indeed, the S cries A Preferred Shareholder 
Agreement. itself. specifically provides that it cannot be amended without the assent or"alI 
parties to this Agreement.'> 
Reed correctly states that creditors generally have the right to enter into agreements to 
subordinate debt. However, Reed fails to address the present situation, which is an agreement 
entered into by three parties whereby in exchange for the subordination of Reed's payment Lo 
Donna Taylor's redemption rights, AlA has assented 10 a stock redemption and restruclure 
agreement in keeping witl~ its Articles of Incorporation. Reed and Donna Taylor cannot contract 
away the corporate rights of AIA Services to enter into agreements complying with its Articles 
of Incorporation by entering into a unila1eral modification without the consent of AIA Services. 
Because the December 1, 2006 Subordination Agreement is an attempt by two parties to modify 
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the coIIective agreements.entered into by aU three parties, the December I, 2006 Subordination 
Agreement is unenforceable. 
4. Reed's Clajm That AlA Services Is In Breach Of The Shareholder 
Agrecrncn:t Is Not Supported By The Facts And, In Any Event, Is An Issue 
Of Fact For The Jury 
Finally. Reed asserts that AlA Services cannot seek enforcement ofthe Serics A 
Preferred Shareholder Agreement because AIA Services is somehow in breach oflhat 
agreement, excusing Reed's performance. While not made cIear, Reed apparently argues that 
AlA Services is in breach because Donna Taylor's Series A Preferred Shares have not yet been 
fully redeemed as provided for in the Series A Preferred Shareholder Agreement. 
As an initial mallcr, AlA Services is not in breach. Donna Taylor has never provided 
notice of breach. More importantly, to the extent the redemption of Donna Taylor's shares has 
been delayed, that delay hhs been with the consent of all parties, including Reed. Reed has 
always been aware of and consented to the deferral of payments to Donna Taylor. For example, 
in February 2001. John and Reed sent a joint letter to Donna Taylor requesting that AlA Services 
be Hallowed (0 defer the slock redemption paymenls to you for the next five months." See 
February 28, 2007 John Taylor Affidavit, Ex. A. That letter further provides lhat "AlA will 
agree to work with you to :res1ructure your payments so your redemption payments aI"e converted 
to other income so you can set up a SEP or Defined Benefit plan." [£1. This tetter was signed by 
Reed., in addition to John and Donna Taylor. As shown in the ledger ofpaymenls Lo Donna, 
several payments afier February 2001 were deferred, and then AlA commenced restructured 
payments of$4,OOO per m!:>ntll. See February 21.2008 John Taylor Affidavit, Ex. C. Then, 
pursuant to a subsequent lelter dated May 27. 2004 (which Reed knew about and helped draft), 
AlA again restructured the payments to Donna Taylorto $10,000 per month. See id. at I'll 13 -14; 
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Ex. E. Thus, the record is clear that Reed was tully aware of and consented Lo the deferred and 
restructured payments to Donna Taylor and AlA Services is not in breach. 
Moreover, even if Reed had not consented to Lhe deferred and restructured payments, 
Reed's pectonnance under the Series A Preferred Shareholder Agreement still would only be 
excused if AlA Services' preach were a material breach. See Ellis v. Butteifield. 98 Idaho 644, 
655,570 P.2d 1334, 1345 (1977) ("Simple contract law has always distinguished between a 
material breach and an immaterial breach. A man may breach his contract but that does not 
necessarily void the contr'.lct or excuse performance by the other. Ifthe breach is immaterial. the 
contract is stiJI enforceable although subject to damages."); see also First Sec. Bank of IdallO. 
N.A. v. Murphy. 131 Idaho 787, 792, 964 P.2d 654, 659 (1998). 
The question ofwbcther there has been a material breach is a question offact for the jury 
to Tesolve, not an issue appropriate for summary judgment. Murphy, 131 Idaho at 792 (,'Whether 
a breach ofconLract is ma1erial is a question o[fact."). Indeed. even if AlA Services were in 
breach for delayed or redUced payments to Donna Taylor. that is the type of breach that is 
generally not considered to be material. See Ellis. 9& Idaho at 655 (breach in the form of 
"delayed payments of two installments" is not a material breach because "[i]ntcrcst is ordinarily 
an adequate measure of d~mages for the failure to pay money when due"). 
E. Donna Taylor Is An Indispensable Party 
This Court is now peing asked to rule as to Donna Taylor's rights under the various 
agreements. Donna Taylo'c, however, is not currently a party to this litigation. and she wllJ 
therefore not be bound by this Court's conclusion. She is an indispensable party to this litigation 
and. pursuant to LR.C.P. L9(a)(1), the Court should not rule on this issue unlil Donna Taylor has 
been joined to the litigation. 
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Rule 19(a)(1) of the Idaho Rules of Civil Procedure provides: 
A person who is subject Lo service of process shall bejoined as a 
party in the action if(l) in the person's absence complete relief 
cannot be accorded among those already parties. or (2) the person 
claims an interest relating to the subject of the action and is so 
situated that the disposition ofthe action jn the person's absence 
may (i) as jl practical matter impair or impede the person's ability 
to protect t)mt jnterest or (iI) leave any ofthe persons already 
parties subject to a substantial risk of incurring double, multiple, or 
otherwise inconsistent obligations by reason olthc claimed 
interest. 
The issue before tbe Court now is whether AlA is permiltedlrequircd to pay Reed the 
principal owing under the'Note and other various agreements and amended agreements. If this 
Court were to order AlA to pay Reed the principal under the Note. that order would as a practical 
mailer impede Donna Taylor's ability to protect her interests under the Note and the various 
agreements. It would alsa subject AlA to substantial risk of incurring inconsistent obligations 
and the risk that Donna Taylor could subsequently bring suit against AlA andlor Reed to enforce 
her rights under the various agreements. 
F. An Interlocutory Appeal Is "\Varrantcd 
In the event that this Court denies Defendants' motion for reconsideration. Defendants 
ask the Court to certify itsiOrdcr for interlocutory appeal pursuant to Idaho Appellate Rule 12(a). 
That rule provides the Court with discretion to allow for an appeal of an interlocutory order or 
decree of a district court. "which is not otherwise appealable under these rules, but which 
involves a controlling question onaw as to which there is substantial grounds for difference of 
opinion and in which an immediate appeal from the order or decree may materially advance the 
orderly resolution of the litigation," Id. For the reasons set forth in ALA's opening brief, that 
standard is satisfied. 
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As explained in Biulell v. Todd, 105 Idaho 2, 665 P .2d 701 (1983), Lhe case cited by Reed 
in opposition to the motion for an order pennilling an interlocutory appeal. one ofthe .factors the 
Court should consider is tbe "impact of an immediate appeal upon the parties." As set forth 
previously. Defendants believe that AlA Insurance will not survive ifit is taken over by Reed. 
Under the usual appeal process, by the time AIA is able to appeal the Court's order granting 
summary judgment, AlA lnsurance very likely will no longer exist. Indeed, in his Reply in 
Support of Motion to Dis$olve Preliminary Injunction and Opposition to Defendants' Motions, 
Reed threatens to simply ?bandon the company: 
Reed is a secured creditor owed over S8 Million. AlA Insurance is 
pledged to!Reed as collatera1. Reed could simply close down AlA 
Insurance 6fhe elected. As a secured creditor, he: can sell the 
shares of AlA Insurance, buy the shares himselfat public auction 
or simply 1{:eep the: shares. What Reed docs with the business is 
irrelevanL 
An interlocutory appeal is necessary to avoid exact1y what Reed is threatening - (0 
"simply close down AlA !nsurance." With all due respect. what happens to AlA Insurance 
pending appeal is not "irrelevant." It certainly is not "irrelevant" to the directors and officers of 
AlA and those that have Worked for AlA up until this point. The fate of AlA Insurance is not 
Hirrelevant" to AlA's poli~y holders. In the event that the Court does not vacate its summary 
judgment motioo, an intedocutory appeal should be granted because it will materially udvance 
the orderly resolution of this litigation. 
II. CONCLUSION 
For the foregoing reasons, Defendants request that this Court vacate its entry of partial 
summary judgment in favor of Plaintiff in its Order of February 8,2008. and enter an order 
denying Plaintifrs MotIOn for Summary Judgment. In the alternative, Defendants request a 
certification for interIocutpry appeal pursuant to Idaho Appellate Rule] 2(a). 
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I • ( I HEREBY CER11IFY that on thIS lL day of March, 2008, I caused to be served a true 
copy of the lorcgoing REf,L Y IN SUPPORT OF MOTION FOR RECONSIDERATION AND 
CLARWICATION AND.; IN THE ALTERNATIVE. REQUEST FOR CERTIFICATlON FOR 
INTERLOCUTORY APREAL by the method indicated below. and addressed to each ofthe 
following: : 
Roderick C. Bond 
Ned A. Cannon I 
Smith. Cannon & Bond Pf-LC 
508 Eighth Street I 
Lewiston, ID 83501 I 
[Attorneys for Plaintiff] I 
I 
I 
David A. Gittins I 
Law Office oIDavid A. Gittins 
J>.O. Box 191 I 
Clarkston, W A 99403 I 
[AUorney for Defendants pUdos and Freeman] 
I Michael E. McNichols 
Clements Brown & McNibhols 
321 13th Street I 
Lewiston, ID 83501 I 
[Attorneys for Defendant R. John Taylor] 
I 
Jonathan D. HaUy 
Clark & Feeney 
P.O,.Box 285 I 
Lewlslon,ID 83501 
[Attorneys for Defendant~ Connie Taylor, James Beck 
and Corrine Beck] I 
James J. Gatziolis 
Charles E. Harper 
QUARLES & BRADY LLP 
500 West Madison Street,! Suite 3700 
__ U.S. Mail. Postage Prepaid 
Hand Delivered 
__ Overnight Mail 
TeIecopy 
~Emai1 
__ U.S. Mail, Postage Prepaid 
__ Hand Delivered 
__ Overnight Mail 
__ Tclecopy 
~Email 
__ U.S. Mail, Postage Prepaid 
__ Hand Delivercd 
__ Overnight Mail 
__ Telecopy 
~Email 
__ U.S. Mail, Postage Prepaid 
__ Hand Delivered 
__ Overnight Mail 
__ Telecopy 
~Email 
__ U.S. Mail. Postage Prepaid 
Hand Delivered 
__ Overnight Mail 
__ Tclccopy 
...J.L.. E-mail Chicago, Illinois 60661-~51 I 
(Attorneys for Crop USA ~nsurnnce] 
C:aryD~~ 
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Law Offices of David A. Gittins 
Attorneys for Defendants 
843 Seventh Street 
P.O. Box 191 
Clarkston, W A 99403 
Telephone: (509) 758-2501 
ISB #6514 
IN THE DISTRICT COURT OF THE SECOND JUDICIAL DISTRICT OF THE 
STATE OF IDAHO, IN AND FOR THE COUNTY OF NEZ PERCE 
REED J. TA YLOR, a single person, 
Plaintiff, 
vs. 
AlA SERVICES CORPORATION, an 
Idaho corporation; AlA INSURANCE, 
INC., an Idaho corporation; R. JOHN 
TAYLOR and CONNIE TAYLOR, 
individually and the community property 
comprised thereof; BRYAN FREEMAN, 
a single person; and, JOLEE DUCLOS, 
a single person, 
Defendants. 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
Case No. CV-07-00208 
ANSWER OF BRYAN FREEMAN 
AND JOLEE DUCLOS TO PLAINTIFF'S 
FIFTH AMENDED COMPLAINT, 
AFFIRMATIVE DEFENSES, 
COUNTERCLAIMS AND DEMAND 
FOR JURY TRIAL 
Defendants, Bryan Freeman and JoLee Duclos ("Defendants Freeman and Duclos"/"These 
Defendants") answer Plaintiffs Fifth Amended Complaint ("Complaint") as follows: 
I. PARTIES, JURISDICTION AND VENUE 
1.1 Defendants Freeman and Duclos admit the allegations contained within Paragraph 1.1. 
1.2 Defendants Freeman and Duclos admit the allegations contained within Paragraph 1.2. 
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1.3 Defendants Freeman and Duclos admitthe allegations contained within Paragraph 1.3. 
1.4 Defendants Freeman and Duclos admit the allegations contained within Paragraph 1.4. 
1.5 Defendants Freeman and Duclos are without sufficient knowledge or information to 
admit or deny the allegations contained within Paragraph 1.5 and therefore deny the same. 
1.6 Defendants Freeman and Duclos admit the allegations contained within Paragraph 1.6. 
1.7 Defendants Freeman and Duclos admit the allegations contained within Paragraph 1.7. 
1.8 Defendants Freeman and Duclos admit the allegations contained within Paragraph 1.8. 
1.9 Defendants Freeman and Duclos are without sufficient knowledge or information to 
admit or deny the allegations contained within Paragraph 1.9 and therefore deny the same. 
1.10 Defendants Freeman and Duclos admitthe allegations contained within Paragraph 1.10. 
1.11 Defendants Freeman and Duclos admit the allegations contained within Paragraph 1.11. 
II. FACTUAL BACKGROUND 
2.1 Defendants Freeman and Duclos admit that John Taylor was an officer and director of 
AlA Services, AlA Insurance and Crop USA. Defendants admit that John Taylor is a shareholder of 
AlA Services and Crop USA. Defendants affirmatively state that the stock ledgers reflect ownership 
in the name of John Taylor and are without sufficient knowledge or information to admit or deny 
ownership of the stock in Connie Taylor, and therefore deny the same. Defendants Freeman and 
Duclos deny all other allegations contained within Paragraph 2.1. 
2.2 Paragraph 2.2 of the Complaint does not state any allegations as against These 
Defendants to which a response is required. To the extent a response is required, These Defendants 
deny the allegations contained within Paragraph 2.2 of the Complaint. 
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2.3 Paragraph 2.3 of the Complaint does not state any allegations as against These 
Defendants to which a response is required. To the extent a response is required, These Defendants. 
deny the allegations contained within Paragraph 2.3 of the Complaint. 
2.4 Paragraph 2.4 of the Complaint does not state any allegations as against These 
Defendants to which a response is required. To the extent a response is required, These Defendants 
deny the allegations contained within Paragraph 2.4 of the Complaint. 
2.5 Defendants admit that Defendant Duclos was an officer and director of AlA Services, 
AlA Insurance and Crop USA, and further admit that Defendant Duclos is a shareholder in Crop USA. 
Defendant Duclos has an interest through the stock option and 401 (k) plan in shares in AlA Services, 
subject to the provisions of those plans. Defendants Freeman and Duclos deny all other allegations 
contained within Paragraph 2.5. 
2.6 Defendants Freeman and Duclos admit that Defendant Freeman was a director of AlA 
Services, AlA Insurance and Crop USA, and further admit that Defendant Freeman is a shareholder 
in Crop USA. Defendant Freeman has an interest through the stock option and 401 (k) plan in shares 
in AlA Services, subject to the provisions of those plans. Defendants Freeman and Duclos deny all 
other allegations contained within Paragraph 2.6. 
2.7 These Defendants admit that Crop USA cooperated with AlA pursuant to certain 
agreements, and deny all other allegations contained within Paragraph 2.7 of the Complaint not 
otherwise specifically admitted herein. 
2.8 Defendants Freeman and Duclos are without sufficient knowledge or information to 
admit or deny the allegations contained within Paragraph 2.8 and therefore deny the same. 
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2.9 Defendants Freeman and Duclos admit that Defendant James Beck is a shareholder in 
AlA Services and Crop USA. Defendants Freeman and Duclos are without sufficient knowledge or 
information to admit or deny the remaining allegations contained within Paragraph 2.9 and therefore 
deny the same. 
2.10 Defendants Freeman and Duclos are without sufficient knowledge or information to 
admit or deny the allegations contained within Paragraph 2.10 and therefore deny the same. 
2.11 Defendants Freeman and Duclos admit that AlA Insurance is a wholly owned 
subsidiary of AlA Services and admit that AlA Insurance is a lessee of the office building located at 
111 Main Street, Lewiston, Idaho. Defendants Freeman and Duclos deny all remaining allegations 
contained within Paragraph 2.11 of the Complaint. 
2.l2 These Defendants state that the agreements speak for themselves. 
2.13 These Defendants state that the documents speak for themselves and deny all other 
allegations contained within Paragraph 2.13 of the Complaint. 
2.14 These Defendants admit that the Stock Redemption Agreement, Stock Pledge 
Agreement and Security Agreement were authorized by the Board of Directors of AlA Services. These 
Defendants state that the agreements speak for themselves and deny all other allegations contained 
within Paragraph 2.14 of the Complaint. 
2.15 Defendants Freeman and Duclos are without sufficient knowledge or information to 
admit or deny the allegations contained within Paragraph 2.15 of the Complaint, and therefore deny 
the same. 
2.16 Defendants Freeman and Duclos are without sufficient knowledge or information to 
admit or deny the allegations contained within Paragraph 2.16 and therefore deny the same. 
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2.17 Defendants Freeman and Duclos state that the Amended Stock Pledge Agreement 
speaks for itself. These Defendants deny each and every allegation contained within Paragraph 2.17 
of the Complaint not otherwise specifically admitted. 
2.18 Defendants Freeman and Duclos deny the allegations that they intentionally refused to 
appoint Reed Taylor to the Board of Directors. Defendants Freeman and Duclos are without sufficient 
knowledge or information to admit or deny the remaining allegations contained within Paragraph 2.18 
and therefore deny the same. 
2.19 Defendants Freeman and Duclos state that the Amended Stock Pledge Agreement 
speaks for itself and deny all other allegations contained within Paragraph 2.19 of the Complaint. 
2.20 Defendants Freeman and Duclos state that the Promissory Note and other referenced 
documents speak for themselves and deny all other allegations contained within Paragraph 2.20 of the 
Complaint. 
2.21 Defendants Freeman and Duclos deny all allegations contained within Paragraph 2.21 
of the Complaint. 
2.22 Defendants Freeman and Duclos admit that Plaintiff was, during certain relevant times, 
the largest creditor of AlA Services, and deny all other allegations contained within Paragraph 2.22 
of the Complaint. 
2.23 Defendants Freeman and Duclos deny all allegations contained within Paragraph 2.23 
of the Complaint. 
2.24 Defendants Freeman and Duclos deny all allegations contained within Paragraph 2.24 
of the Complaint. 
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2.25 Defendants Freeman and Duclos deny all allegations contained within Paragraph 2.25 
of the Complaint. 
2.26 Defendants Freeman and Duclos admit that Plaintiff provided a Notice of Default. 
Defendants Freeman and Duclos deny all other allegations contained within Paragraph 2.26 of the 
Complaint. 
2.27 Defendants Freeman and Duclos are without sufficient information or knowledge to 
admit or deny the allegations contained within Paragraph 2.27 and therefore deny the same. 
2.28 Defendants Freeman and Duclos state that the referenced documents contained within 
Paragraph 2.28 of the Complaint speak for themselves and deny each and every other allegation 
contained within Paragraph 2.28. 
2.29 Defendants Freeman and Duclos admit that Plaintiff attempted to schedule a special 
shareholder meeting for December 26, 2006, admit that no special shareholder meeting was held on 
that date, and deny each and every other allegation contained in Paragraph 2.29 of the Complaint. 
2.30 Defendants Freeman and Duclos state that the referenced documents contained within 
Paragraph 2.30 of the Complaint speak for themselves and deny each and every other allegation 
contained within Paragraph 2.30. 
2.31 Defendants Freeman and Duclos admit that on January 25, 2007, Plaintiff made a 
demand for a special shareholders meeting for February 5, 2007. Defendants Freeman and Duclos 
further admit that AlA Insurance refused Plaintiff's request and denied that he had a right to call a 
meeting to vote the AlA Insurance shares, and further admit that no special shareholders meeting was 
held on February 5, 2007. Defendant Freeman and Duclos deny all other allegations contained within 
Paragraph 2.31. 
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2.32 Defendants Freeman and Duclos deny all allegations contained within Paragraph 2.32 
of the Complaint. 
2.33 Defendants Freeman and Duclos admit that Reed Taylor executed a Consent in Lieu 
of Special Shareholder Meeting of AlA Insurance. These Defendants deny each and every other 
allegation contained within Paragraph 2.33 of the Complaint. 
2.34 Defendants Freeman and Duclos admit that AlA Insurance paid $1,510,693.00 to 
purchase Series C Preferred Shares in AlA Services from Crop USA. These Defendants admit that 
AlA Services 401 CK) Plan held Preferred C Shares. These Defendants deny all other allegations 
contained within Paragraph 2.34 of the Complaint. 
2.35 Defendants Freeman and Duclos admit that John Taylor purchased a parking lot and 
deny each and every other allegation contained within Paragraph 2.35 of the Complaint. 
2.36 Defendants Freeman and Duclos deny all allegations contained within Paragraph 2.36 
of the Complaint. 
2.37 Defendants Freeman and Duclos deny all allegations contained within Paragraph 2.3 7 
of the Complaint. 
2.38 Defendants Freeman and Duclos are without sufficient knowledge or information to 
admit or deny the allegations pertaining to the Consent in Lieu of Board Meeting and therefore deny 
the same. Defendants Freeman and Duclos deny all other allegations contained within Paragraph 2.38 
of the Complaint. 
2.39 Defendants Freeman and Duclos deny all allegations contained within Paragraph 2.39 
of the Complaint. 
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2.40 Defendants Freeman and Duclos admit that they resigned as members ofthe Board of 
Directors of AlA Insurance and AlA Services. Defendants Freeman and Duclos further admit that 
Connie Taylor and James Beck were appointed as directors of AlA Insurance and AlA Services. 
Defendants Freeman and Duclos deny all remaining allegations contained within Paragraph 2.40 of 
the Complaint. 
2.41 Defendants Freeman and Duclos deny all allegations contained within Paragraph 2.41 
of the Complaint. 
2.42 Defendants Freeman and Duclos admit that Plaintiff has demanded that no funds in 
which he has a security interest should be used to pay the legal fees of any Defendant. Defendants 
Freeman and Duclos are without sufficient knowledge or information to admit or deny the allegations 
pertaining to the validity or perfection of the security interest and therefore deny the same. Defendants 
Freeman and Duclos deny all remaining allegations contained within Paragraph 2.42. 
2.43 Defendants Freeman and Duclos are without sufficient knowledge or information to 
admit or deny the allegations contained within Paragraph 2.43 ofthe Complaint and therefore deny the 
same. 
2.44 Defendants Freeman and Duclos admit that Crop USA purchased Sound Insurance. 
These Defendants deny all other allegations contained within Paragraph 2.44 of the Complaint. 
2.45 Defendants Freeman and Duclos admit that Global Travel was a tenant in AlA 
Insurance's office building located in Lewiston, Idaho. Defendants Freeman and Duclos deny all other 
allegations contained within Paragraph 2.45. 
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2.46 Defendants Freeman and Duclos are without sufficient knowledge or information to 
admit or deny the allegations contained within Paragraph 2.46 ofthe Complaint and therefore deny the 
same. 
2.4 7 Defendants Freeman and Duclos are without sufficient knowledge or information to 
admit or deny the allegations contained within Paragraph 2.4 7 ofthe Complaint and therefore deny the 
same. 
2.48 Defendants Freeman and Duclos allege that AlA Services and AIA Insurance are and 
were being operated for the benefit of AlA Services and AlA Insurance. These Defendants deny all 
other allegations contained within Paragraph 2.48 of the Complaint. 
2.49 Defendants Freeman and Duclos deny all allegations contained within Paragraph 2.49 
of the Complaint. 
2.50 Defendants Freeman and Duclos deny all allegations contained within Paragraph 2.50 
of the Complaint. 
2.51 Defendants Freeman and Duclos are without sufficient knowledge or information to 
admit or deny the allegations contained within the first sentence of Paragraph 2.51 and therefore deny 
the same. Defendants Freeman and Duclos deny all other allegations contained within Paragraph 2.51 
of the Complaint. 
2.52 Defendants Freeman and Duclos deny all allegations contained within Paragraph 2.52 
of the Complaint. 
2.53 Defendants Freeman and Duclos deny all allegations contained within Paragraph 2.53 
of the Complaint. 
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2.54 Defendants Freeman and Duclos deny all allegations contained within Paragraph 2.54 
of the Complaint. 
2.55 Defendants Freeman and Duclos state that the Executive Officer's Agreement speaks 
for itself. These Defendants deny all other allegations contained within Paragraph 2.55 of the 
Complaint. 
2.56 Defendants Freeman and Duclos deny all allegations contained within Paragraph 2.56 
of the Complaint. 
2.57 Defendants Freeman and Duclos deny all allegations contained within Paragraph 2.57 
of the Complaint. 
2.58 Defendant Freeman and Duclos deny all allegations contained within Paragraph 2.58 
of the Complaint. 
2.59 Paragraph 2.59 of the Complaint does not state any allegations against Defendants 
Freeman and Duclos to which a response is required. To the extent a response if required, These 
Defendants deny the allegations contained within Paragraph 2.59 of the Complaint. 
III. FIRST CAUSE OF ACTION - BREACHES OF CONTRACT 
3.1 Defendants Freeman and Duclos reallege and incorporate each and every admission 
and denial as regards the allegations contained within Paragraph 3.1. 
3.2 Defendants Freeman and Duclos state that the documents referenced in Paragraph 3.2 
speak for themselves and These Defendants deny all other allegations contained within Paragraph 3.2 
of the Complaint. 
3.3 Defendants Freeman and Duclos deny all allegations contained within Paragraph 3.3 
of the Complaint. 
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3.4 Defendants Freeman and Duclos deny all allegations contained within Paragraph 3.4 
ofthe Complaint. 
IV. SECOND CAUSE OF ACTION - FRAUDULENT TRANSFERS/CONVEYANCES 
4.1 Defendants Freeman and Duclos reallege and incorporate each and every admission 
and denial as regards the allegations contained within Paragraph 4.1 of the Complaint. 
4.2 Defendants Freeman and Duclos deny all allegations contained within Paragraph 4.2 
of the Complaint. 
4.3 Defendants Freeman and Duclos deny all allegations contained within Paragraph 4.3 
of the Complaint. 
4.4 Defendants Freeman and Duclos deny all allegations contained within Paragraph 4.4 
of the Complaint. 
V. THIRD CAUSE OF ACTION - MISREPRESENTATIONIFRAUD 
(Fraud, Constructive Fraud, and/or Shareholder, Officer, Director Fraud) 
5.1 Defendants Freeman and Duclos reallege and incorporate each and every admission 
and denial as regards the allegations contained within Paragraph 5.1 of the Complaint. 
5.2 Defendants Freeman and Duclos deny all allegations contained within Paragraph 5.2 
of the Complaint. 
5.3 Defendants Freeman and Duclos deny all allegations contained within Paragraph 5.3 
of the Complaint. 
5.4 Defendants Freeman and Duclos deny all allegations contained within Paragraph 5.4 
of the Complaint. 
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VI. FOURTH CAUSE OF ACTION - CONVERSION 
6.1 Defendants Freeman and Duclos reallege and incorporate each and every admission 
and denial as regards the allegations contained within Paragraph 6.1 of the Complaint. 
6.2 Defendants Freeman and Duclos deny all allegations contained within Paragraph 6.2 
of the Complaint. 
6.3 Defendants Freeman and Duclos deny all allegations contained within Paragraph 6.3 
of the Complaint. 
VII. FIFTH CAUSE OF ACTION - ALTER EGOIPIERCING CORPORATE VEIL 
(A Cause of Action and/or Remedy) 
7.1 Defendants Freeman and Duclos reallege and incorporate each and every admission 
and denial as regards the allegations contained within Paragraph 7.1 of the Complaint. 
7.2 Defendants Freeman and Duclos reaffirm their response to the allegations contained 
within Paragraph 2.52, which is alleged within Paragraph 7.2 of the Complaint. 
7.3 Defendants Freeman and Duclos deny all allegations contained within Paragraph 7.3 
of the Complaint. 
7.4 Defendants Freeman and Duclos deny all allegations contained within Paragraph 7.4 
of the Complaint. 
7.5 Defendants Freeman and Duclos deny all allegations contained within Paragraph 7.5 
of the Complaint. 
VIII. SIXTH CAUSE OF ACTION - CONSTRUCTIVE TRUST 
(A Cause of Action and/or As Remedies) 
8.1 Defendants Freeman and Duclos reallege and incorporate each and every admission 
and denial as regards the allegations contained within Paragraph 8.1 of the Complaint. 
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8.2 Defendants Freeman and Duclos reallege and incorporate their response to the 
allegations concerning the security interest as set forth in their answer to Paragraph 2.42. Defendants 
Freeman and Duclos deny all other allegations contained within Paragraph 8.2 of the Complaint. 
8.3 Defendants Freeman and Duclos deny all allegations contained within Paragraph 8.3 
of the Complaint. 
8.4 Defendants Freeman and Duclos admit that Reed Taylor requested the imposition of 
a constructive trust, but deny that such imposition of a constructive trust is appropriate. Defendants 
Freeman and Duclos deny all remaining allegations contained within Paragraph 8.4 of the Complaint. 
IX. SEVENTH CAUSE OF ACTION - DIRECTOR LIABILITY 
(A Cause of Action and/or a Remedy) 
9.1 Defendants Freeman and Duclos reallege and incorporate each and every admission 
and denial as regards the allegations contained within Paragraph 9.1 of the Complaint. 
9.2 Defendants Freeman and Duclos deny all allegations contained within Paragraph 9.2 
of the Complaint. 
9.3 Defendants Freeman and Duclos deny all allegations contained within Paragraph 9.3 
of the Complaint. 
9.4 Defendants Freeman and Duclos deny all allegations contained within Paragraph 9.4 
of the Complaint. 
X. EIGHTH CAUSE OF ACTION - SPECIFIC PERFORMANCE 
(A Cause of Action and/or as Remedies) 
10.1 Defendants Freeman and Duclos reallege and incorporate each and every admission 
and denial as regards the allegations contained within Paragraph 10.1 of the Complaint. 
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10.2 Defendants Freeman and Duclos deny all allegations contained within Paragraph 10.2 
of the Complaint. 
10.3 Defendants Freeman and Duclos deny all allegations contained within Paragraph 10.3 
of the Complaint. 
10.4 Defendants Freeman and Duclos deny all allegations contained within Paragraph 10.4 
of the Complaint. 
XI. NINTH CAUSE OF ACTION - BREACH OF FIDUCIARY DUTIES 
11.1 Defendants Freeman and Duclos reallege and incorporate each and every admission 
and denial as regards the allegations contained within Paragraph 11.1 of the Complaint. 
11.2 Defendants Freeman and Duclos deny all allegations contained within Paragraph 11.2 
of the Complaint. 
11.3 Defendants Freeman and Duclos deny all allegations contained within Paragraph 11.3 
of the Complaint. 
11.4 Defendants Freeman and Duclos deny all allegations contained within Paragraph 11.4 
of the Complaint. 
XII. TENTH CAUSE OF ACTION - BREACH OF IMPLIED COVENANTS OF GOOD 
FAITH AND FAIR DEALING 
12.1 Defendants Freeman and Duclos reallege and incorporate each and every admission 
and denial as regards the allegations contained within Paragraph 12.1 of the Complaint. 
12.2 Defendants Freeman and Duclos deny all allegations contained within Paragraph 12.2 
of the Complaint. 
ANSWER OF BRYAN FREEMAN 
AND JOLEE DUCLOS TO FIFTH 
AMENDED COMPLAINT 14 
2-2113 
12.3 Defendants Freeman and Duclos deny all allegations contained within Paragraph 12.3 
of the Complaint. 
XIII. ELEVENTH CAUSE OF ACTION - CIVIL CONSPIRACY 
(A Cause of Action and/or Remedy) 
13.1 Defendants Freeman and Duclos reallege and incorporate each and every admission 
and denial as regards the allegations contained within Paragraph 13.1 of the Complaint. 
13.2 Defendants Freeman and Duclos deny all allegations contained within Paragraph 13.2 
of the Complaint. 
13.3 Defendants Freeman and Duclos deny all allegations contained within Paragraph 13.3 
of the Complaint. 
XIV. PRAYER FOR RELIEF 
Defendants Freeman and Duclos deny that Plaintiff is entitled to any of the relief prayed for 
in his Complaint. 
HAVING FULLY ANSWERED PLAINTIFF'S FIFTH AMENDED COMPLAINT, 
Defendants Freeman and Duclos submit the following affirmative defenses: 
XV. FIRST AFFIRMATIVE DEFENSE 
Defendants Duclos and Freeman at all times discharged their respective duties with the care 
that a person in a like position would reasonably believe appropriate under similar circumstances and 
in reliance upon John Taylor, an officer ofthe corporation, together with other agents and accountants 
of the corporation whom they reasonably believe to be reliable and competent in the functions 
performed. 
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XVI. SECOND AFFIRMATIVE DEFENSE 
On July 1, 1996, Plaintiff, AlA Services Corporation and Donna J. Taylor entered into a SERIES A 
PREFERRED SHAREHOLDER AGREEMENT which provides that no principal payments may be 
made by AlA Services Corporation to Plaintiff until the entire redemption price due Donna Taylor is 
paid in full. The redemption price due Donna Taylor has not been paid in full. Therefore, no 
principal payments are due to Plaintiff. 
XVII. THIRD AFFIRMATIVE DEFENSE 
At different times since the written agreements were executed, Plaintiffs and some Defendants 
have orally modified the written agreements. The modifications include, without limitation, an 
agreement that the interest payable to Plaintiff from AlA Services Corporation would be paid in 
installments of $15,000.00 per month (together with the assumption of responsibility for other 
expenses). AlA Services Corporation has paid Plaintiff the sum of$15,000.00 per month and has 
assumed responsibility for the other agreed expenses in accordance with the modified agreement since 
they were entered into and Plaintiff has accepted those payments. Neither of These Defendants is in 
default of the modified agreements with Plaintiff. 
XVIII. FOURTH AFFIRMATIVE DEFENSE 
The claims ofthe Plaintiff are barred by applicable statutes oflimitation, including Idaho Code 
§§ 5-216, 5-218, 5-224, 5-237, and 55-918. 
XIX. FIFTH AFFIRMATIVE DEFENSE 
Plaintiff is estopped from asserting his claims against These Defendants. 
XX. SIXTH AFFIRMATIVE DEFENSE 
Plaintiff has waived his right to assert claims against These Defendants. 
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XXI. SEVENTH AFFIRMATIVE DEFENSE 
Plaintiff's claims against These Defendants are barred by the equitable doctrine of unclean 
hands. 
XXII. EIGHTH AFFIRMATIVE DEFENSE 
Plaintiff's complaints in Plaintiff's his THIRD CAUSE OF ACTION fail to state with 
particularity the allegations as required by Rule 9(b) of the Idaho Rules of Civil Procedure. 
XXIII. NINTH AFFIRMATIVE DEFENSE 
Plaintiff's claims are barred by the doctrine of laches. 
XXIV. TENTH AFFIRMATIVE DEFENSE 
To the extent that Plaintiff is attempting to state a claim for a shareholder's derivative action, 
Plaintiff's claims are barred because Plaintiff failed to give the notice required by Idaho Code Section 
30-1-742. 
xxv. ELEVENTH AFFIRMATIVE DEFENSE 
One or more of Plaintiff's causes of action fails to state a claim upon which relief can be 
granted. 
XXVI. TWELFTH AFFIRMATIVE DEFENSE 
Plaintiff's claims against These Defendants are barred because the 1995 Stock Redemption 
Agreement, the 1996 Stock Redemption Restructure Agreement, and the other related agreements 
("Agreements") are void as in violation of former Idaho Code Section 30-1-46 (Superceded in 1997 
by Idaho Code Section 30-1-640). Idaho Code Section 30-1-46 provided that a corporation could 
redeem its shares (or make other distributions) only out of the corporation's capital surplus. The 
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statute further prohibited shareholder distributions "when the corporation is insolvent or when such 
distribution would render the corporation insolvent". 
At the time the parties entered into the 1995 Stock Redemption Agreement, AlA Services did 
not have any capital surplus with which to redeem Plaintiff's common stock, AlA had an accumulated 
deficit and/or said transaction rendered AlA Services insolvent. The 1995 Stock Redemption 
Agreement, the 1996 Stock Redemption Restructure Agreement and the related Agreements are, 
therefore, illegal and void. 
The Court should decline to enforce the illegal and void Agreements, including the $6,000,000 
Note. In the alternative, the Agreements should be rescinded. 
XXVII. THIRTEENTH AFFIRMATIVE DEFENSE 
Reed 1. Taylor voluntarily relinquished and waived events of default under the Amended 
Security Agreement and Amended Pledge Agreement, including but not limited to default or breaches 
arising from or relating to financial statements, Board memberships, or insolvencies or bankruptcies. 
XXVIII. FOURTEENTH AFFIRMATIVE DEFENSE 
Reed 1. Taylor is estopped from claiming a default or breach of the Amended Pledge 
Agreement or the Amended Security Agreement, including but not limited to alleged defaults related 
to or arising from financial statements, Board memberships, or insolvency or bankruptcy, as it would 
be unconscionable to allow Reed J. Taylor to assert such rights to default based upon his prior 
positions and conduct. 
XXIX. FIFTEENTH AFFIRMATIVE DEFENSE 
Plaintiff has failed to join an indispensable party, that being Donna Taylor. 
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xxx. RULE 11 STATEMENT 
These Defendants have considered and believe that they may have additional defenses, but do 
not have information at this time to assert such additional defenses under Rule 11 of the Idaho Rules 
of Civil Procedure. These Defendants do not intend to waive any such defenses and specifically assert 
their intention to amend this Answer if, pending research and after discovery, facts come to light giving 
rise to such additional defenses. 
HAVING SET FORTH THEIR AFFIRMATIVE DEFENSES, Defendants Freeman and 
Duclos counterclaim against Plaintiff as follows: 
XXXI. FIRST COUNTERCLAIM 
Plaintiff has intentionally inflicted emotional distress on Defendants Freeman and Duclos, in 
the amount to be proven at trial. 
XXXII. NOTICE OF INTENT TO AMEND 
Defendants Freeman and Duclos hereby give notice of their intention to request the Court to 
permit them to amend their counterclaim, to include a claim for punitive damages. 
PRAYER FOR RELIEF 
WHEREFORE, Defendants Freeman and Duclos request the Court: 
1. To dismiss the Fifth Amended Complaint of Plaintiff with prejudice and to award 
Defendants Freeman and Duclos their costs and reasonable attorney fees. 
2. To award Defendants Freeman and Duclos damages for Plaintiff's intentional infliction 
of emotion distress in amounts to be proven at trial. 
3. To enter a judgment voiding the 2006 Subordination Agreement. 
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4. To enter a judgment voiding as illegal the 1995 Stock Redemption Agreement and 
related agreements, or, in the alternative, rescinding the 1995 Stock Redemption Agreement and 
related agreements. 
5. F or such other and further relief as the Court may deem just and equitable. 
6. That Defendants Freeman and Duclos' Answer, Affirmative Defenses and 
Counterclaim be deemed amended to conform to the evidence produced at trial. 
DEMAND FOR TRIAL BY JURY 
Defendants Freeman and Duclos hereby demand a trial by a jury of twelve (12). 
DATED this p day of April, 2008. 
LA W OFFICES OF DAVID A. GITTINS 
Ba~ 
David A. Gittins, I 6514 
Attorney for Defendants Duclos and Freeman 
VERIFICATION 
BRYAN FREEMAN and JOLEE DUCLOS, being first duly sworn upon oath, depose and say: 
That they are Defendants in the above-entitled matter, that they has read the foregoing 
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well knows the contents thereof, and verily believes that the facts therein stated are true. 
BRY~FREEMAN 
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STATE OF WASHINGTON) 
: ss. 
County of Asotin ) 
I certify that I know or have satisfactory evidence that BRYAN FREEMAN is the 
person who appeared before me, and said person acknowledged that he signed this instrument and 
acknowledged it to be his free and voluntary act for the uses and purposes mentioned in the instrument 
DATED this J.5J! day of April 2008. 
p.. KIELy () t.. 
,f" ~ -41JtRJf!r!l ~~ 
::c ~O-<-~vO~o~ Notary Pub~r Washin~~ 
(/) '?~~\~~«:.'? \\ Residing at: WIJL5totl.; I {!J 
0° «;..i-'?~\),?-\) SE My appointment expires: I 8jJoJl J 
~:::P:}" So h i 
& ~ _/ ~~: ~/eo~~~r' 
E OF WASHINGTON ) 
: ss. 
County of Asotin ) 
I certify that I know or have satisfactory evidence that JOLEE DUCLOS is the person 
who appeared before me, and said person acknowledged that she signed this instrument and 
acknowledged it to be her free and voluntary act for the uses and purposes mentioned in the instrument 
DATED this ~ day of April, 2008. 
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Residing at: Ltv.lI!!doO{ fJ) 
My appointment expires: ffido/J f 
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JONATHAN D. HALLY 
CLARK and FEENEY 
Attorneys for Defendants Connie Taylor, 
1 J ames Beck and Corrine Beck. 
2 The Train Station, Suite 20 I 
13th and Main Streets 
3 P. O. Drawer 285 
Lewiston, Idaho 83501 
4 Telephone: (208)743-9516 
5 ISB# 4979 
6 IN THE DISTRlCT COURT OF THE SECOND JUDICIAL DISTRlCT OF THE 
STATE OF IDAHO, IN AND FOR THE COUNTY OF NEZ PERCE 
7 
8 REED 1. TAYLOR, a single person, 
9 Plaintiff, 
vs. 
10 
) 
) 
) 
) 
) 
AlA SERVICES CORPORATION, an Idaho) 
11 corporation; AlA INSURANCE, INC., an Idaho) 
12 corporation; R. JOHN TAYLOR and CONNIE) 
TAYLOR, individually and the community property) 
13 comprised thereof; BRYAN FREEMAN, a single) 
person; JOLEE DUCLOS, a single person; CROP) 
14 USA INSURANCE AGENCY, INC., an Idaho) 
15 Corporation; and JAMES BECK and CORRlNE) 
BECK, individually and the community property) 
16 comprised thereof, ) 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
Defendants. 
CONNIE W. TAYLOR and JAMES BECK, 
Counterclaimants, 
vs. 
REED 1. TAYLOR, a single person, 
Counterdefendant. 
STATE OF IDAHO ) 
) ss. 
County of Nez Perce ) 
AFFIDA VIT OF CONNIE TAYLOR 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
Case No. CV-07-00208 
AFFIDAVIT OF CONNIE W. TAYLOR 
CONNIE TAYLOR, being first duly sworn upon oath, deposes and says: 
1 
1. I am one ofthe Defendants in this action, and make this Affidavit from my own personal 
2 knowledge. 
3 2. Both myself and Defendant J ames Beck were appointed to the Board of Directors of AlA 
4 Services Corporation and AlA Insurance, Inc., in April of2007. Further, both myself and James 
5 
Beck have been named as Defendants in the above-entitled action in our capacities as directors of 
6 
AlA Services. 
7 
8 3. Attached hereto as Exhibit "A" is a true and accurate copy of AlA Services Corporation 
9 and Subsidiaries Consolidated Financial Statements for December 31, 1995 and 1994. 
10 4. Attached hereto as Exhibit "Boo is a true and accurate copy of AlA Services Corporation 
11 
and Subsidiaries Consolidated Financial Statements for years ended December 31, 1997 and 1996. 
12 
DATED this / &~ay of April, 2008. 
13 
14 
15 ConnIe Taylor 
16 SUBSCRIBED AND SWORN to before me this /I£~ay of April, 2008. 
17 
18 
19 Notary Public in and for the State ofldaho. 
Residing at WI therein. 
20 My commission expires: 
21 
22 
23 
24 
25 
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II 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
CERTIFICATE OF SERVICE 
I HEREBY CERTIFY that on the -I-£- day of April, 2008, I caused to be served a true and COlTect 
copy of the foregoing document by the method indicated below, and addressed to the following: 
Roderick C. Bond 
Ned A. Cannon 
Smith and Cannon 
508 Eighth Street 
Lewiston, ID 83501 
Attorneys for Reed Taylor 
James J. Gatziolis 
Charles E. Harper 
QUARLES & BRADY LLP" 
500 West Madison Street, Suite 3700 
Chicago, Illinois 60661-2511 
Attorneys for Crop USA Insurance 
Michael McNichols 
Clements, Brown & McNichols 
321 13 th Street 
PO Box 1510 
Lewiston, ID 83501 
Attorneys for R. John Taylor 
David A. Gittins 
Law Offices of David A. Gittins 
843 7th Street 
PO Box 191 
Clarkston, W A 99403 
Attorneys for Duclos and Freeman 
Gary D. Babbitt 
D. John Ashby 
Hawley Troxell Ennis & Hawley LLP 
877 Main Street, Suite 1000 
P.O. Box 1617 
Boise, ID 83701-1617 
Attorneys for AlA Services and AM Insurance 
Dean Wullenwaber 
Wullenwaber Law Firm 
703 8th St. 
Lewiston, ID 83501 
Attorney for Reed Taylor 
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U.S. Mail 
Hand Delivered 
Overnight Mail 
Telecopy (FAX) (208) 746-8421 
E-mail: rod@Scblegal.comj 
ned@scblegal.com; 
/egalservices@Clearwire.net 
U.S. Mail 
Hand Delivered 
Overnight Mail 
Telecopy (FAX) (312) 715-5155 
E-mail charpel@lJuarles.com; 
iig@!juarles.com 
U.S. Mail 
Hand Delivered 
Overnight Mail 
Telecopy (FAX) (208) 746-0753 
E-mail mmcnichols@Clbrmc.com 
U.S. Mail 
Hand Delivered 
Overnight Mail 
Telecopy (FAX) (509) 758-3576 
E-mail david@gittinslaw.com 
U.S. Mail 
Hand Delivered 
Overnight Mail 
Telecopy (FAX) (208) 342-3829 
E-mail gdb@hteh.com;;ash@hteh.com 
..tSL U.S. Mail 
o Hand Delivered 
o Overnight Mail 
o Telecopy (FAX) 
~374;:ncnct 
Jon n D. Hally 
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04/03/2008 THU 14:45 FAX 2 6 8159 AlA INS INC 
AIA SERV1CES CORPORATION 
AND SUBSIDIARIES 
Notes to Consolidated Financial Statements 
~030/043 
At December 31, 1995, The Universe Life Insurance Company consolidated group has 
approximately $11,400.000 in net operating loss carryforwaIcls available to offset future 
taxable income prior to their expiration in 2010 The Idaho State Tax Commission issued 
a Notice of Deficiency Determination which states that the state of Idaho net operating 
loss is to be reduced by approxim:ately $1,500,000" The Company has fIled written 
protest and plans to contest the detetmination. 
(i) RegulatorY Requirements and.Other Matter>: 
Generally. the net assets of Universe and Great Fidelity available for transfer to the 
Company are limited to the amounts by which the net assets exceed minimum capital 
requirements. 
Under Idaho insurance law, dividends may be paid by Universe only from profits or 
earned surplus and require Idaho InsurdIlce Department (Department) appmval if the 
dividend is in excess of the greater of 10%· of surplus or net gain from operations of the 
priO! year· Universe may not pay a dividend without prior approval from the 
Department. 
Under Indiana insurance law, the minimum statutory capital and smplus required is 
$450,000.. Great Fidelity may not pay dividends that reduce SUI plus to less tbi:in 50% of 
capital stock. Extraordinary dividend payments which exceed the greater of the net gain 
from operations of 10% of surplus from the preceding year require approval· from the 
Indiana Commissioner of Insurance . 
Universe and Great Fidelity file annual statements wit~ the Department of Insurance of 
the states of Idaho and Indiana., respectively, prepared on the basis of accounting 
practices prescribed Or· permitted by such Iegulatory authoIitics: Prescribed statutoIY 
accounting practices include a v<a1ety of publications of the National Association of 
Insum:nce Commissioners (NAIC), as well as state laws, regulations and general 
administrative rules. Permitted statutory accounting practices encompass all accounting 
practices not so presclibed. The Company has no mateIial pennined statutory accounting 
practices, except for a gain of $4 . .9 million related to Universe's sale of its GOO business 
as descIibcd in note 3(g) recognized as an asset and income undeI statutory accounting 
practices. . 
(Continued) 
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04/0312008 THU 14:45 FAX 2 6 8159 AlA INS INC 
AlA SERVICES CORPORATION 
AND SUBSIDIARIES 
Notes to Consolidated Financia.i Statements 
~0311043 
The following reconciles the statutory net loss and statutO!y capital and SUlpJus of 
Universe and Great Fidelity, as filed with regulatory authorities, to the net loss and 
stockholders' deficit included in the accompanying consolidated financial statements (as 
discontinued operations) based on generally accepted accounting principles (GMP) for 
the year ended December 31. 1995: 
Net LO~l: 
Statutory net loss 
Adjuslnlents to reconcile to !.he basis of GAAP: 
Futuro policy benefits 
Gain 011 sale of GUH business 
Deferred income tlixcS . 
Dep'reciation and amo!tization 
De.ferred gain On sale of real estate 
Defem::d acquisition costs 
Cost of insurallce and ljcenses acquired 
Prepaid expenses 
Tntercbt maintenance reserve 
Other 
Nct loss in accordance with GAAP 
Stockholders' Peficit 
Statutory capil1l1 and surplus (deficit) 
Cumulative effect of adjm:!mcnts to 
reconcile to the basis of GAAP: 
Deferred acquisition costs 
Cost of insurance end licenses acquired 
Non-admitted assets 
Gain on sale of GOR business 
Cost of licenses 
Asset v~luatiQn reserve 
Interest maintenance reserve 
Future policy benefits 
Difference between amortized cost ,U1d fair 
wlue of debl and equity securities aViljJable 
for sale, net of deferred taxes 
Prepaid expenses 
Property and equipment. net 
Deferred gain On sale of real estme 
Net Jiabilitics to be disposed 
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$ (823,709) 
(391,053) 
(2,717,080) 
(404,853) 
(153.231) 
32,842 
(1,580.945) 
(1.792,328) 
(27,059) 
(987,805) 
.1159,&99) 
$ (9,005.120) 
$ (1,243,21S) 
425,974 
469,704 
1,495,258 
(4,900,000) 
1.235.511 
187,105 
840,847 
(5,119,297) 
100,744 
93,749 
15,848 
(426.945) 
$ (6.824,717) 
(Continued) 
04/03/2008 THU 14:45 FAl2 6 8159 AlA INS INC 
AlA SERVICES CORPORATION 
AND SUBSIDIARIES 
Notes to Consolidated Financial Statements 
An examination of Universe, initiated in September 199.3 for the two year pedod ended 
December 3 J, ] 992, was conducted jointly by the Idaho, Nevada. and Texas insurance 
departments. The examiners' report noted significant accounting change requirements as 
fonows: . 
The examination proposed that the valuation for statutory accounting purposes of 
AlA common stock be reduced from its cost basis to its GAAP book value, net of 
all deferred acquisition costs. This proposed adjustment would causc a 
$5,706,713 statutory write-down of the carrying value of AlA 
~032/043 
On August 23, 1995, the Company conuibuted $1 5 million in capitll to Universe and 
AIA was reorganized a.<:; a direct subsidiary of the Company.. This reorganization is 
consistent with regulatory concerns and objectives of the ('..ompany to replace the AlA 
carrying value for Universe's statutory capital purposes. This transaction received 
regulatory approval on August 14, 1995 
On March 5. 1996, at the direction of its Board of Directors, Universe and the Idaho 
Department of Insurance (the Department) entered into a StipuIation and Order of 
Rehabilitation (the Order) in the District Court of the Fourth Iudicial District of the State 
of Idaho (the Court). Pursuant to the Order, the rehabilitator appointed by the 
Deprutment: 
" shall take possession of the assets of Universe and conserve, hold, manage and 
administer all the assets of Universe under the general supervision of the COUlt; 
• is vested with title to all property assets. contracts and rights of action Qf 
Universe, of whatever natUIe and wherever located, whether held directly or 
indirectly; 
... shall have access to all assets, books, records, files, credit cards and otheJ 
property of Universe. 
Tn addition, any agents, brokers or other persons hoidhig or receiving funds on bchaJf of 
UniveIse shall account for and pay such funds as directed by the rehabilitator; and all 
secured creditors 01' pruties, pledgees, lien holders, collateral holders or othcr persons 
claiming secured, priority interest in any'propelty Or a..-isel': of Universe are enjoined from 
taking any steps to transfer, sell, a..'isign, encumber, attach, dispose of or exercise rights 
in or against any property Qr assets of UniveIse .. 
(Continued) 
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In addition. Great Fidelity consented to a modified supervision order issued by the 
Indiana Department of Insurance on March 6, 1996. This order provides that the 
Company shall not, without prior written approval from the Indiana Depa.rtrtlent of 
Insur.ance, do any of the following during the period of supervision: 
1 Dispose of, convey. or encumber any asset'l Or business in force; 
2. WithQ.raw funs from any bank accounts or otherwise disburse assets, except pay 
direct, unaffiliated policy holder clainls or normal operating expenses~ 
3 .. Lend any funds. 
~0331043 
4. Invest any funds, except in certificate of deposits or in securities guaranteed by 
the full faith and credit of the United States Government; 
5, Transfer any property; 
6 Incur any debt, obligation, or liability except in the ordinary course of business 
and to an unaffiliated party; 
7 Merge Or consolidate with another company; 
8" Enter into any new reinsurance contract or agreement ,or any amendment or 
modifjcation to an exi1>iing reinsurance contract or agreement; 
9. Enter into any new line.') of business. 
Under both alders, management of both companies is retained, The objective of the 
Idaho Department is returning Universe to statutory compliance with respect to minimum 
capital and surplus requirements of the' various jUlisdictions in which Universe bas either 
active or suspended certificate..'l of authority. 
qn August 8, 1997, 4 formal Plan of Rehabilitation (the Plan) WllS filed with the COUIt 
The ~Ian calls for the recession of the transfer and reinsurance agreements entered into 
with Centennial duting 1994 and 1995 related to Universe's GUH product (see note 3g)., 
Centennial will IetUIrt the reserves on the business transferred; plus interest, less 
reimbursement f01 actual direct expenses,' All policies will be terminated and certificate 
holders will be offered replacement coverage on a guaranteed issue basis (for a lintited 
time) by a third party insurer _ The replacement plan will be designed to provide health 
insurance coverage comparable to [hat offered under the health benefits pOItion of the 
GUH plan. To the extent of assets in excess of the claims reserve, the rehabilitator shall 
pay the amount of the respective SBAIUB cash withdrawal benefit to each GUR 
certificate holder a<; of the dale ot termination of the poJicy_ Funds in excess of the 
amount" needed to compensate Centennial for its expenses and to complete the 
processing and payment of final claim'> will remain in the COUlt pending completion of 
the rehabilitation process. The rehabilitator will be entitled to draw upon these funds as 
necessary to fund the expenses of winding up the rehabilitation. 
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On October 7, 1997 a stipulation was flIed with the Court to consent to the entry of 
Findings. Conclusions and Older approving the Plan of Rehabilitation (the Order). The 
Order approved the Plan of Rehabilitation fIled on August 8, 1997 with only minor 
modifIcations. 
(j) Risk Based Capital 
The annual statement instructions of the National Association of Insurance 
Commissioners require the calculation of risk-based capital (RBC) for all life insurance 
enterprises. The RBC serves as a benchmark for the regulation of life insurance 
companies by state insurance regulators. RBC provides for surplus fonnulas similar to 
target surplus formulas used by commercial rating agencies.. The formulas 3pecify 
various. weighting factors that arc applied to financial balances or various levels of activity 
based on the perceived degree of risk, and are set fOIth in the RBC requirements.. Such 
formulas focus on fOUl general types of risk: (a) the risk with respect to the Company's 
assets (assets or default risk); (b) the risk of adverse insurance experience vrith respect to 
the Company's liabilities and obligations (insmance or underwriting risk); (c) the interest 
rate risk with resp~ct to the Company's business (assetl1iability matching); and, Cd) all 
other business risks (management, regulatory action. and· contingencies).. The amount 
determined under such formulas is called the authoIized coritrollevel RBe (ACLC) .. 
The RBC guidelines define specifIc capital levels based on a company's ACLC that are 
determined by the ratio of the Company's total adjusted capital (TAC) to its ACLC. TAC 
is equal to statutOIY capital, plus the Asset Valuation Reserve and any voluntary 
investment reserves, 50% of dividend liability. and CCttain other specifled adjustments" 
The specific capital levels, in declining oIdel, and a.pplicable ratios are generally as 
follows: "Company Action Level" where TAe is less than Of' equal to 2.0 times ACLC; 
''Regulatory Action Level" where T AC is less than or equal to 1.5 times ACLC; 
"Authorized Control Level" where TAC is less than or equal to 1.0 times ACLC; 
"Mandatory Control Level" where TAC is less than 01 equal to 0 .. 7 times ACLc.. 
Companies at the Company Action Level must submit a comprehensjve financial plan to 
the insurance commissioner of the state of domicile. Companies at the Regulatory Action 
Level are subject to a mandatory examination· Or analysis by the commissioner and 
possible required cOIt'ective actions_ At the Authorized C.antml Level, a company may be 
subject to, among othel things, the commissioner placing it under regulatory controL At 
the Mandatoty Control Level, the insurance commissioner is required to 'place a company 
undel regulatory controL 
At December 31, 1995, Universe fell into the mandatory control level as its rAC was a 
deficit of $1,056,110 or a negative 36 times its ACLC ($5,388.889 or 2.,9 times its 
ACLC in 1994) .. (See section (i) above.) 
At December 31, 1995 Great Fidelity's rAC was $3,617,855 or 459 times 1m ACLC 
($3,692,520 or 9.3 times its ACLC in 1994) Accordingly, Great fidelity does not 
currently fall into one of the above leVels. 
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Various lawsuits against Universe have arisen in the ordinary course of business 
Management believes that contingent liabilities arising from this litigation arc not materiaL 
(4) Tnvestments 
As discussed in note I, the Company adopted SFAS 115 on January 1, 1994, the impact 
of which was not material to the Company's financial condition or results of operations., 
Statement of Financial Accounting Standards No 119, "Disclosures About Derivative 
'--Financial Investments and Fall: Value of Financial Investments", requires additional 
disclosures conceming derivative financial investments which have off-balance sheet risk. 
The Company owns no financial investments which fall within the scope of this statement, 
, 
The amortized cost, market, and statement value of investments as of December 31, 1995 
and 1994 follows, The market values are based on quoted market prices, where available, 
or on values obtained from independent pricing selvices. 
A vailablc for sale: 
Preferred stocks 
CommoTi stocks 
Total investments 
available-for-sale 
Available for sale:. 
Preferred stocks 
Common stocks 
Total investments 
available-for-sale 
AFFIDAVIT OF CONNIE TAYLOR 
$ 
$ 
$ 
$ 
--. __ ._ ...... .-.--
Amortized 
cost 
245,474 
8,975 
254,449 
Amortized 
cost 
245,474 
16.369 
26l&43 
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1995 
Market 
~ 
245,474 
8,975 
254,44Q 
1994 
Market 
value 
245,474 
16,369 
261,843 
Statement 
vaiue 
Statement 
value 
261,843 
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(5) Property and Equipment 
Property and equipment consist of the foll owing at December .31: 
Company occupied properties 
Fumit~re and equipment 
Transportation equipment 
Less accumulated depreciation 
$ 
$ 
1995 
87,794 
586,345 
1.<250 
675,789 
494,702 
181,087 
1994 
87.542 
591,363 
.1,418.655 
2,097,560 
1.289,067 
808,493 
TIan.sportiltion equipment consisted. primarily of aircraft which was transferred at book 
value, net of encumbrances, to the previous majority stockholder including a related note 
payable This tmnsfer was part of the Company's restructuiing which is further described 
in notes 8 and 9 
(6) Mort~ages and Ngtes Payable 
Mottgages and noteS payable consist of the following: 
MOltgages on real estate - 1175%. due 2003 
Notes payable: 
Bank loan - at prime plus 1 %7 due 1996, 
collateralized by Universe stock and 
certain ca.c;h balances, restructured July 
1994. repaid March 29, 1996 
Term loans - 8% to 10..25%, due 1997 to 2003, 
unsecured 
- 33-
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1995 1994 
$ 76,665 81,147 
625,919 1,055,711 
139,427 703,770 
$ 842,011 1,840,628 
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At December 31, 1995, the prime rate wa!) 8.5% Aggregate maturities of mortgages and 
notes payable over the next five years are as follows: 
1996 $ 704,267 
1997 75,492 
1998 9,377 
1999 9,974 
2000 11,211 
Thereafter 31,690 
$ 842,011 
(7) Income Taxes 
The provision for income taxes from continuing operations consists of the following: 
1995 1994 1923 
Current $ 2,184 i3,1l6 10,958 
Deferred (772,817) (63,303) 304,336 
Provision for (benefit 
from) income taxes $ (770,633) (50,187) 315,294 
Defened income 1:m\es reflect the impact of "temponny differences" between amounts of 
assets and liabilities for financial reporting purposes and such amounts as measU1cd by tax 
laws 
(Continued) 
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The significant components of the Company's net deferred tax assets and liabilities are 
summarized 3B fonows: 
Deferred tax assets: 
Policy reserves 
Net unrealized losses on 
available for sale securities 
Net operating loss carryforwards 
OrneI' 
Deferred tax liabilities: 
Deferred policy acquisition costs 
Tax over book depreciation 
and arnoltization 
Deferred gains on installment sales 
of real estate 
Other 
Valuation allowance 
Net defcITcd tax asset (liability) 
$ 
$ 
1995 
194,114 
61,328 
4;J81,239 
424,4;2Q 
5,531, 111 
(172.422) 
(172,715) 
019,954) 
--.I 44.480) 
1109,571) 
(4.652,963) 
168,577 
1994 1993 
1,718,306 1,884,928 
253,650 
1,290,304 875,941 
246,215 380,622 
3,508.475 ;1.141 ,491 
(1,208,213) (2,387,229) 
{608,771) (1,050,963) 
(344,639) (204,270) 
--.I 66,285) ~40,540) 
(2,227,908) (3,683,OQ2) 
(1,280,567) ~777,662) 
(1.319,173) 
The deferred tax assets and liabilities and the valuation allowance at December 31, 1995 
related to continuing operations arc as follows: 
Deferred tax assets 
Deferred tax liabilities 
Valuation alJowance 
Net deferred tax asset 
$ 1,016,266 
(16,922) 
~767) 
$ 168,577 
The change in the valuation allowance for the years ended December 31. 1995 and 1994 
was an increase of $3,372,396 and $502,905, re&'Pectively The valuation allowance did 
not change in 1993 
(Continued) 
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The Company's effective income tax rate on income from continuing operations differs 
from the expected cmpmate stamtory federal income tax rate primarily as a result of the 
change in the valuation allowance. 
At December 31, 1995, the Company ha..:; approximately $2,400,000 in net operating loss 
carryforwatds which are available to offset future taxable income prior to thelr expiration in 
2010 
The Company's ability to use i1:l; net operating loss canyforwards'to offset future taxable 
income is subject to annual restrictions contained in the United States Internal Revenue 
Code of 1986, a...<; amended (the Code) .. These restrictions act to limit the Company's future 
use of its net operating losses following certain substantial stock oWnership changes as 
enumerated in the Code. There was such a change in ownership during the year ended 
December 31., 1995 and there are substantial annual restriction~ limiling the Company's 
future use of'its net opeIating loss catryfOlwards. 
(8) Related EaTty TransactiQns 
During 1995. AIA paid off four loans for one of the Company's stockholders totaling 
$126,657. AlA has set up a related party receivable for thiS amount The receivable has no 
stated maturity or interest. 
The Company had transactions with stockholders as follows: 
.l225. 195?4 1993 
Receivables from stockholdel's, January 1 $ 344,214 231,015 595 
Advances 335,884 384,941 633,728 
Reductions (553.441) (271,742) (403J.QB.) 
Receivables from stockholdCl S. December 31 $ 1261657 344.214 231,012 
In July 1995, the Company aGqlljred all the outstanding shares (613,494 shares) of its 
fanner majority stockholder in exchange for the following: 
.. $7 5 million to be pilld as described below; 
• Three aircraft. net of related encumbrances; 
• Elimination of approximately $570,000 in debt to the Company; 
.. Non-competitioD agreement through December 31, 1998; and 
.. Miscellaneous furniture and fixtures .. 
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Assets were transferred at their net book values at the date of sale No gain Or loss was 
recorded on this transaction. 
A down payment of $ 15 million originally due on October 22, 1995 was renegotiated in 
July 1996 to be due October 31, 1996. Interest on this note (as renegotiated in July 1996) 
is 9.5% (14% while in default) and principal and interest payments of $33,750 per month 
are due beginning August 1, 1996. The remaining $6 million is payable in the fOIm of a 
note with interest at 8.25%, payable monthly, principal due and payable in ten years. 
These notes are secured by tbe Company's stock and commission income. An escrow 
agreement was signed in July 1996 providing payments on these notes to be transferred 
directly from the Company's lock box. In addition, in July 1996, the Company agreed to 
reimburse the former m~lodty stockho1det for attorney's fee::; related to the restructuring., 
(9) Preferred and Common Stock 
(a) Series A Preferred StQck 
The Company has 170,562 outstanding shares of no par, nonparticipating Seties A 
preferred stock (190,310 in 1994),. 
Pnrsuant to the pH~felred stock agreemem, the hoJder of the Series A prefetred stock has 
the right to requu'e the Company to redeem the stock at any time after September 14, 1993. 
The right was exercised by giving the Company written notice of demand fOI redemption 
effective December 2. 199J 
The Compaoy began redeeming the Series A preferred shares at $10 per share over a fifteen 
year period with interest at 1··1/2% below the Fitst Interstate Bank of Idaho, N.A, prime 
rate, adjustedquafterly. The Company redeemed 19,748 shales in 1995, 8,910 shares in 
1994 and 780 shares in 1993. In 1995, the Company agreed to restmcUlrethe redemption 
over a ten yearpcliod with interest at 1/4% above the First rnters~te Bank of Idaho, N,A, 
prime rate, adjusted quartedy, On July 1, 1996, the Company further restructured the 
Series A shareholder agrc:cmen[ such that in addition to the regular ten-yc..'U amortization 
agreed to in' 1995, a payment of $100,000 will be made at the end of e~ch six-month period 
commencing upon the fun payment of the down payment note to the Company's former 
majority stockholder (see note 8)., Also, no principal payments shan be made on the $6 
mimon note payable to the Company's former majotity stockholder (see note 8) until the 
Series A prefeucd ~tock has been fully redeemed. 
(Continued) 
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The tcdemption over the next five years and thereafter according to the regular ten-yeru 
amortization schedule is as follows: 
1996 $ 153,980 
1997 168,007 
1998 183,311 
1999 200,010 
2000 218,230 
Thereafter JB2,Q82 
$ 1,705,620 
If the Company dissolves, the Series A preferred stock has liquidating preference over 
conunon and Series C stockholders .In amounts equal to its redemption value. The holder 
of the Series A preferIed stock has the right, voting separately as a class, to elect one 
member to the Board of Directors, 
(b) Series C Prefelred Stock 
DUling 1995, the Company initiated a private placement of prefeIred stock in which 
150,000 shares of the 500,000 shares authorized of the Series C 10% convertible 
preferred stock and attendant Series C warrants wcte sold for $1,500,000 in August of 
1995. An additional 50,000 shares with proceed.~ of apploximately $200,000 were 
placed by December 31, 1995 Each Serie!'> C warrant issued to the preferred stock 
investors is exercisable upon the earlier of two years 01 the completion of a stock offering 
which raises a minimum of $5 mi Ilion and entitles the investors to acquire ,0000307% of 
the Company' s common stock on a fully diluted basis at a price below market value. The 
terms of tbe Series C preferred shares are as follows: 
The holders shall have no right to receive notice of or to vote on any matter at 
any regular or special meeting of stockholders of the corporation.. . 
The holders shall be entitled to receive, when and as declared by the Company's 
Board of Dhectors, cumulative eash dividends at the per annum rale of 10% of 
the liquidation late. The liquidation rate is $10 per share and the dividends are 
payable annually in preference to any dividends upon the Company's common 
stock, but only ifredemption payments to the Selies A stockholder ar'e CllITent 
Upon dissolutiol'lt liquidation, or winding-up of the affairs of the Company, the 
Series C convertible preferred stockholders receive preference before any 
payment is made to the holders of common stock. The liquidation value per 
share is $10 plus any declared and unpaid dividend,> .. 
(Continued) 
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Preferred stock is subject to certain mandatory redemption features and the 
Company has the right to redeem the preferred shares upon the closing of the 
earliest 9f the following events: Ci) an offeling of the Company's securities 
conducted pursuant to the registration requirements of the Securities Act of 
1933 (1933 Act) in which gross proceeds of at least $5,000,000 are IaiSed; 
(ii) an offering of the Company's securities pursuant to exemptions from 
registration under the 1933 Act in which gross proceeds of at least $5,000,000 
are raised; or (iii) an offering of any securities convertible into Company's 
COlmnon stock that are sold in an offering that conforms to the parameters of 
subparagraph (i) or (ii) above at any time, The redemption value at 
December 31,1995 totaled $2.0 million. 
Each holder of Series C preferred stock shall have the right, exercisable 
beginning at the earlier of the date of receipt of notice of mandatory redemption 
of the Series C preferred stock or twO years after the first issuance of !.he stock 
ami ending on the dosing date of an equity offering to convert each share of 
preferred stock into that number of shares of connnon stock which equals 
.0000693% of the common stock On a funy diluted basis at the effective date of 
exercise,. 
(c) Common Stock 
See note 8 for discussion regarding purchase of common stock from former majority 
stockholder . 
~0421043 
In July of 1995 the Company made certain capital structure changes to the Company's 
common stock This restructuring included a decrease ill the par value from $1 to $ .. 01 
pcr share and an increase in the number of shares auth01izcq froin 5 million to 11 m.illion" 
The Company also had a three for one COmmOn stock split On August 26, 1995 for 
stockholders of Iecord as of June 26, 1995 
(10) Stock Options and Employee Benefits Plans 
Options for 12.500 shares of common stock, exercisable at $3.65 per share, were granted 
to ceItain corporate officers under a nonqualified stock option plan in 1987, ill return, such 
officers agreed to loan the Company an amount not to exceed $90,000 in the aggregate. if 
certain earnings targets were not achieved Over the seven-year period beginning in 1987 .. 
The loans are convertible to common stock at $3. 65 pc!' share, None of these options have 
been exeIcised and no loans have been made. 
(Continued) 
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During 1995, the Company granted 475,000 stock options tD an officer and stockholder of 
the Company at an exercise plice of $ .. 01 per s.hare which approximated the fair market 
value at the date of grant. The options were fully exercisable at the date of grant and none 
of the options have been exercised; 
The Company maintains a profit sharing retirement plan with an IRS Code Section 401 (k) 
feamrc covering substantially all employees who have completed one year of selvice. 
Employee elective deferral contributions are 100% vested and Company contributions are 
fuJJy vested afler seven years ofpartkjpatiou The Company's contribution to the plan was 
$172,428, $196,808 and $172,187 in 1995, 1994 and 1993, respectively. 
The Company has an employee stock ownership plan covering employees who have 
completed one year of service. Employees are fully vested aftet five years of participation. 
The Company contributed $120,787, $220,250 and $85,268 (0 the plan in ]995, 1994 and 
1993, respectively .. 
The Company also has an agents' stock ownership plan No contributions were made to 
the plan in 1995, 1994 or 1993, 
(11) ODerating Leases 
The Company lea.'1es data processing and office equipment as lessee under lease agreements 
which are accounted for as opelating leases.. The data processing arId office equipment 
leases expjre over the next five years .. Effective January 1, 1994, the Company entered 
into a 15 year lease of its home office building In most cases, management expects the 
leases to be renewed 01 replaced by other leases 
Minimum lease payments required under operating leases that bave initial or remaining 
noncancelable lease telms in excess of one year as of December 31, 1995, are as follows: 
1996 
1997 
1998 
1999 
2000 
Thereafter 
$ 413,602 
393,891 
388,575 
347,463 
288,000 
2.410,500 
$ 4;242,031 
Total rent expense for all operating leases was $856,189, $1,041,382 and $755,277 in 
1995,1994 and 1993, respectively, 
(Continued) 
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(7) Income Taxes 
The Company files a separate consolidated income tax return for Universe a.nd Great 
Fidelity. These subsidiaries qualify for a "small life insurance company" deduction 
of 60% of taxable income .. 
(c) Investments 
The amortized cost, mar~et and statement value of investments as of December 31, 1995 
and 1994 follows. The mm:ket values are based on quoted market prices, where 
available, 01' on values obtained from independent pricing services. 
Available for sale: 
Bonds: 
U.S .. Treasury bonds $ 
Mortgage backed securities 
Corporate bonds 
Common stocks 
____ ~~ ___ 149~9~5~----~-
Amortized Market Statement 
£,ost yalue yaluc 
4,294,047 
8,940,498 
348,362 
4,529,638 
8,803,090 
350,925 
392,9I8 349,951 
~020/043 
Total available-for-sale 
Mortgage loans on real estate 
Policy loans 
Short-terID investments 
Other invested assets 
13,975,825 $ 14,033.604 
3,521,680 
74,316 
1,032,564 
85,351 
14,033,604 
352l,680 
74,316 
1,032,564 
_ ... 85351 
$ 18,689,736 $ 18.747,515 
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1994 
Amortized Market 
cost value 
Held-to-maturity: 
Bonds: 
Government: 
US Treasury bonds $ 5,140,090 4,904,025 
Mortgage backed 
secru1ties 20,823.713 19,285,272 
CorpO{'ate bonds 85Q,8~9 802,620 
Total held-to-maturity 26,814,632 $ 24,~91,917 
AvaiJable-for-saJe: 
Bonds: 
Government: 
Mortgage backed 
securities 8,490,444 7,748,984 
Common stocks 410,418 4Q~,8.5Q 
Total available-for-sale 8,900,862 $ 8,154,834 
Mortgage loans on real estate 3,501,780 
Policy loans 36,152 
Short-term investni.ents 4,086,926 
Othel invested assets 31.250 
$ 43,378,302 
Statement 
}!i.l~ 
--"--
26,814,632 
8.154,8.34 
3,501,780 
36,152 
4,086,926 
37,95Q 
$ 42,632.274 
At December 31, 1995 and 1994, investments held with a statement value of $3,915,311 
and $3,62.0,619, respectively, were on deposit with certain state insurance departments in 
order to meet regulatoIY requirements . 
At December 31, 1994, bonds held with a cost of $8,490,444 (maIkcl value of' 
$7,748;9~4) were h~ld as collateral at a bank fOr borrowed money and wer'e subject to a 
repurchase agreement In addition, a U.S., Tre.1SUty note held with a Statement value of 
$727,098 and $729,471 at December 31, 1995 and 1994, respectively, was held in a 
Texas district cou:rt as security for payment of a judgment currently under appeal (see 
note 3k). 
(Continued) 
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Gross unrealized gains and losses. which represent the difference between market value 
and amortized cost on securities under discontinued operations, at December 31, 1995 
are as follows: 
Gross GrOSS 
unrealized unrealized 
~ losses 
He1d-to-maturity: 
Bonds: 
U,S .. Treasury bonds $ 236,337 (746) 
Corp(nate 2,800 (231) 
$ 239,137 (983) 
A vailable-fof -sale: 
Bonds: 
Mortgage backed securities (13'1,408) 
Common stock 15,304 {58,27l) 
$ 15,304 (l95,67~) 
Gross unrealized gains and losses, which replesent the difference between market value 
and amortized cost on securities under discontinued operations, at December 3 i, 1994 
are summarized as follows: 
Held-to-maturity: 
Bonds: 
U.S. Treasury bonds 
Mortgage backed 
COIporatc 
Available-fot-sale: 
Bonds: 
MOItgage backed secul'ities 
Common stock 
AFFIDAVIT OF CONNIE TAYLOR 
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Gross 
unrealized 
gains 
$ 
32,062 
$ 32}062 
12,166 
$ 12.166 
Gross 
unrealized 
losses 
(236,065) 
(1.570,503) 
(48,209) 
(1 18541777) 
(741.460) 
06.734) 
(758,194) 
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The amortized cost and maIkel value of debt securities at December 31 \ t 995, by 
contractual maturity, are shown below- Expected maturities may differ from contractual 
matnritics because borrowers may have the right to can or prepay obligations. Securities 
not due at a single matuIity datc arc collateralized mOItgage obligations of govemment 
backed securitieS which have principal payment" throughout the life of the investment, 
the timing of whicb may vary with market conditions 
Contractual maturity: 
Due one year or less 
Due one through five years 
Due SlX througb ten yean; 
Due after tcn years 
Not due at a Slngle 
maturity date 
InveSbnent income consists of the following: 
Bonds 
Preferred stocks 
Common stocks 
Mortgage loans 
Policy loans 
Real estate 
ShOlHerm investments 
Other 
Lessinvestrnentexpenses 
AFFIDAVIT OF CONNIE TAYLOR 
Amortized Market 
cost value 
$ 1,026,944 t,034,975 
697,960 700,375 
2,917,505 3,145,213 
8,940,42B 8,803,090 
$ 13,582,907 13,683.653 
1995 1994 1993 
$ 1,267,947 1,778,299 3,310,073 
24,547 
(16,500) (427,233) 
299,666 236,588 44,238 
4,320 1,820 247 
32,842 167,173 143,835 
124,807 123,780 170,764 
131,229 161,113 34,248 
1,844,311 2,493,:320 3,276,172 
120,122 62.Q22 Hi 2SQ 
$ 1,624,189 2,276,137 2,970,699 
(Continued) 
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Realized gains and losses on investments are as follows: 
~024!043 
Gross gains 
Gross losses 
$ 78,585 421.910 1,504,375 
(;282,019) (440,536) .1629.506) 
$ (303,454) (18,626) 874,869 
Proceeds from the sales of fixed maturity securities during 1995 and 1993 were 
$601,914 and $49,449;737, respectively .. There were no proceeds from the sales of 
fixed maturity securities during 1994. 
Cd) Pronerty and Equipment 
PTOperty and equipment jncluded as pa:rt of discom:inucd operations at December 31, 
1995 and 1994 consist of the following: 
Company occupied properties 
Furniture and equipment 
Less accumulated depreciation 
(e) Sale of Real Esl~ 
$ 
$ 
.122;i, 
32,075 
1,795,,481 
1,827,560 
1:277,065 
250,495 
1994 
32,075 
JJP2,714 
1,844,789 
1,494.647 
35Q.,142 
On May 17. 1994, Universe sold a commercial office building held for investment 
purposes for $980,000.. Universe received three mortgage notes secured by deeds of 
trust on unrelated properties wi\.h aggregate principal balance of $900,000 an~ interest 
lates from 7% to 8% per annum, 'The balance was received jn cash .. The Company 
I'ccognized a loss of $226,068 on this sale. 
On March 29, 1994, Universe sold 8.3 acres of undeveloped commercjal property for 
$657,000 cash and recognized a gain of $288,026. 
(Continued) 
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On December 30, 1993, Universe sold its home office building for $2,650,000 in 
conoection with a sale and leaseback agreement. Universe received a note secUJ:ed by a 
deed of trust for $1,987,500 at 8% per annum and the balance in cash. AlA entered into 
a 15 year lease with an option to purchase the property. Universe reported a deferred 
gain of $492,629 in 1993 which is being recognized over the term of the lea'ie .. Universe 
recognized $32,842 of the deferred gain in both the 1995 and 1994 statement of 
operations 
(f) Policy Liabilities 
Policy liabilities at December 31 are as follows: 
Future policy benefits 
Unpaid claims 
Other policy liabilities 
$ 36,988,825 
5,877,615 
245,523 
35,562.677 
6,696,155 
.. _206.147 
~025/043 
$ 43,111,963 42,464,979 
(Continued) 
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Activity in the liability for claims in the course of settlement and unrecorded claims as it 
applies to accident and health policies are as follows: 
1995 1221 J993 
Balance, beginning of year, 
$ accident and health 6,687,155 10,913,134 9,003,557 
Les's reinsurance recoverable (3,178.590) -14,466.372) (1,756,868) 
Net balance, beginning of year 3.508.562 6.446,762 _7,246,689 
Incmred related to: 
Current year 19,063,407 22,209,263 26,895,:351 
Prior years 6,,640,781 1.129,747 2.847.435 
Total inCUIred 25,704,188 23,339,01Q 29.742 786 
Paid related to: 
Current year 15,177,666 19,315,147 21,027,841 
PlioI' year's .-lW.71,302 6,962,060 9,514,872 
Total paid 23,548,968 .26,277.,20 7 .10.542 713 
Net balance, end of year 5,663,785 3,508,565 6,446,762 
Plus reinsurance recoverable 190,04Q -1...11.8,590 4.466372 
Balance, end of year, accident 
and health 5.853,825 6..6,87,155 10,913,134 
Net life claims 1iability ~_23,790 9,000 
.+. 207,889 
r otal unpaid claims, 
end of year $ 5,877,615 --'-£"996,155 11 ,121,023 
Claims incurred in 1995 Ielated to prior ye..'trS result primarily from changes in actuarial 
assumptions on small blocks of busine!;:{, many of which are closed. 
(Continued) 
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(g) DisDositions and Reinsurance 
During 1995 and 1994, Universe entered into various agreements with The Centennial 
Life Insurance Company (Centennial), pursuant to which Universe sold or reinsured its 
group univeIsal health (QUI-I) business. Under a tnl11sfer agreement and related 
reinsurance agreements, Universe has transferred all of its GUR morbidity underwriting 
risk, other tban that related to totally disabled claimant .. , to Centennial for consideration 
with an expected present value of $4.9 million, subject to the profitab1lity of the existing 
business. At December31, 1995, approximately 89% (approximately 44% at 
December 31, 1994) of the existing GOO bu.<;iness had been transferred Or reinsured 
Universe has paid Centennial $4,,8 million in cash and has also recorded a $22 million 
payable to Centennial at December 31, 1995 ($3.7 million at December 31, 1994).. In 
return., Cente.nnia1 has assumed aggregate reserves of $8,,3 million.. No gain Or loss was 
recognized on the transfer. The consideration will be reporte9. as received over the next 
five years. Effective October 1, 1995. the remaining morbidity risk of the GUH 
business was ceded to Centennial under a 100% quota-share reinsutance agreement. 
(See note 31 for subsequent event..) 
EffeCTIve July 1, 1995, 90% of the long-term care business of Universe and Great 
Fidelity was ceded to a consortium of reinsurers on a quota-share basis" Universe and 
Great Fidelity wil1 receive a ceding fee of 15% of first year premium and 8% of renewal 
premiums ceded. 
A summary of significant reinsurance amounts affecting the accompanying financial. 
statements for the years ended December 31, 1995, 1994 and 1993, is presented below. 
The ceded balance sheet amounts bave been classified as assets in the balance sheets of 
Universe and Great Fidelity in accordance with the provisi.on of SFAS 113_ 
(Continued) 
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Balance sheets: 
Nomlffiliates: 
Future policy benefits and clai:rrm: 
Accident and health 
Amounts recoverable 
from reinsurers 
Reinsurance receivables 
Statement of operations: 
N onaffiliates: 
Life insurance premiums 
Accident and health 
insurance premiums 
Benefit') and claims 
Commission and expense 
allowances on 
reinsurance ceded 
AFFIDAVIT OF CONNIE TAYLOR 
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$ 
$ 
1995 
Assumed Ceded 
(9.903) 
858,125 
1,371,8.52 
150,179 
21.214,355 
67,933 
$ 21,282.288 
102,752 
11,798,574 
16,924,365 
5,784,026 
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1994 1993 
Assumed 
Balfnlce sheets: 
Nonaffili.<1tes: 
Future policy benefits and 
claims: 
Life $ 
Accident.and health 2,226.919 
Policy and contract 
claims 5,456 
Annuities 5,152,058 
Amounts recoverable 
from reinsurers 
ReinsLIrdIlCC receivables 
Statements of operations: 
Nonaffiliates: 
Life iosumnce premiums .$ 
Accident <Uld health 
Insu!'anc!;l premiums 
BenefitS and claims 
Commission and expem:e 
allowances. on 
reinsurance ceded 
701,180 
7,770,962 
6.003.065 
1,822,615 
$ 137,301 
4,885,327 3,242,880 
15,520 6,274 
5.630.492 
201,4R9 
$ 5.162.336 
980.350 $ 696,473 
36,583,956 
26,644,775 
9,210,461 
7,808,436 
4.905,489 
2,419,329 
6,040,432 
5.710 
6,143,907 
1.045,710 
29,534,839 
20,180.866 
6,993,197 
The Company evaluates the financial condition of its Ieinsurers and monitDrs 
concentrations of credit risk arising from similar geographic regions, activities, 01' 
economic charactetistics of the reinsurers to rn.inimize its exposure to significant losses 
from reinSUl'eI insolvencies. Amounts for ceded future policy benefits and claims would 
represent a liability of the Company in the unlikely event that it') reinsurers would be 
unable to meet existing obllgations under reimmrance agreements. 
(h) Income Taxes 
The deferred tax assets and liabilities and the valuation allowance at December 31, 1995 
related to discontinued operations are as foHows: 
Defctrcd tax assets 
DefeIred tax liabilities 
Valuation allowance 
Net deferred £ax assets 
AFFIDAVIT OF CONNIE TAYLOR 
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$ 4,5l4,845 
(692,649) 
(3.822,196) 
$ 
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.AlA SERVICES CORPORATION 
AND SUBSIDIARIES 
Notes to Consolidated Flmmcia1 Statement') 
The Company has suffered significant losses in 1994 and 1995, pdmarily attributable to 
its InsuIance Underwriting segment. This segment was discontinued. however disposal 
is not yet complete. The net liability to be disposed of in the Insurance Underwriting 
segment, the recent losses from continuing operations, negative cash flow from operating 
activities, obligations to former and current stockholders and negative stockholders' 
eq1.1ity raise substantial doubt about the entity's ability to continue as a going concern.. 
Continuation of the Company as a going concern is dependent upon, among other things, 
the ability of the Company to dispose of its Insurance Underwriting segment without 
further investment by the Company, the Company's ability to generate sufficient cash 
from operations and to obtain financing sources to meet its obligations. The consolidated 
financial statements do not include any adjusnnents that might result from, the outcome of 
this uncertainty. 
As a result, the Company has made significant changes in 1995, the most significant of 
which is the disposal of its Insurance UndeIwriting segment as previously discussed (see 
note 3). In addition, the Company repurchased all of the outstanding common shares 
owned by its fmmer majority stockholder (see note 8) and completed a restructming plan 
in which 200,000 shares of Belies C preferred stock was issued with proceeds of 
approximately $1.7 million (see note 9). The Company contIibuted $1.5 million in 
capital to Univer:se and AIA Insurance, Inc .. (a whQlly-owned subsidiary of Universe) 
was djyjdended to the Company Tn addition, par value of the Company's common stock 
was changed from $100 per share to $ .01 per share and a three-foi··one stock split wa.~ 
declared. . 
(2) Summary of Significant Accountini Policies 
(n) Principles of C~nsg]idation 
The consolidated financial statements .include the accounts of the Company and its 
wholly~owned subsidiaries: AIA Insurance, Inc. (AIA). AJA MidAmerica, Inc.~ AIA 
Pacific Marketing Corporation. The Universe Life Insurance Company (Universe), Great 
Fidelity Life Insurance Company (Great Fidelity), AlA Bancard Services Corporation. 
and AlA Travel, Inc. (in 1993). All material intercompany ttansactions have been 
eliminated 1n consolidation.. Universe and (";treat Fidelity are shown as discontinued 
operations (see note 3).. 
(Continued) 
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Effective Janu81Y 1, 1994, the Company adopted Statement of Financial Accounting 
Standards No. 115 (SFAS 115) "Accounting for Certain Investment~ in Debt and 
Equity Secmitiest ,. SFAS 115 requires that investments in all debt securities anq. those 
equity securities with readily determinable market values be classified into one of three 
categoIies: held-to-maturity, tr.l.ding or available-far-sale. Classification of investments 
is based upon management>s 'current intent. Debt seculities which management has a 
positive intent and ability to hold until maturity are clas.')ified as secUli6es he/d-to-maturity 
and are canied at amortized cost adjusted for unamortized premium <:>r discount 
Unrealized holding gains and losses On securities held-to-matUrity are not reflected in the 
consolidated financial statements. Debt and equity securities that are purchased for 
short-term resale are classified as tIading securities.. Trading secur:iti~ are carried at 
market value, with unrealized holdirig gains and losses included in earnings. All other 
debt and equity secutities not included in the above two categories are classified as 
securities available-for-sale SeCurities available-far-sale are carried at market value, with 
unrealized holding gains and losses reported as a separate component of stockholders' 
equity, net of applicable income taxes. At December 31, 1995 and 1994, the Company 
did not have any investments categorized as trading securitieS .. Adoption of this statement 
had no effect on the income of the Company. 
Prior to 1994, investments in debt securities wele carried at amortized cost, equity 
socruities were carried at market value and short-term investments were CaTlied at cost 
Changes in unrealized holding gains and losses resulting from the revaluation of equity 
secuIities were reported as direct increases and decreases in stockholders' equlty. net of 
applicable income taxes. Unrealized holding gains and losses of fixed maturities and 
sho~-:teITI1 ~!lve.S~I1.1~!~w.~r~_Tlot n;;cogIlized in tIle corisolidatcdfi!l8!!ci~ sta~~~n.ts. ___ . _ 
The Company's carrying value for investments in the held-to-maturity and 
available-for-sale category is reduced to its estimated realizable value if a decline in the 
market value is deemed other than temporary. Such reductions in carrying value are 
recognized as realized losses and charged to income. The Company has l1ad no 
investment,<> where a decline in market value is deemed other than temporary _ Premiums 
and discounts on debt securities are amortized over the life of the seclUity a~ an 
adjustment to yield using the effective imcresr method. Realized gains and lo~ses on 
dlsposition of investments are included in net income. The cost of investments sold is 
determined on the specific ident1fication method. 
(Continued) 
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(c) Defened Policy Acquisition Costs 
Prior to 1"995, costs of acquiring insurance business which vary with and are primarily 
related to the production of such business were deferred and amortized over the estimated 
life of the underlying policy. Such costs include cc!tain expenSes related to policy 
issuance and undelwriting., These costs were being amortized over five years on a 
straight-line basis., During 1995, the Company began the disposal of it" life and health 
underwriting operations. This involved the disposal of the Insmance UnderwIiting 
segment of Universe and Gi'cat Fidelity and the planned disposition of these two 
companies. The Company determined that as a result of actions taken to dispose of these 
two insurance companies, who issue and underwrite the policies related to the costs 
defeIred, it is no langeI appropriate to defer these cost<;. Based on this, at December 31, 
1995, the Company wlote off $2,331,166 ill deferred acquisition costs, increasing 1995 
expenses by this amount. 
(d) Property and Equipment 
Property and equipment arc carried at cost less accumulated depredation.. ,"Vhere 
applicable, cost includes interest and real estate taxes incuned during constIUction and 
other construction related costs, Depreciation is computed principally by the straight-line 
method using lives of 31 to 40 years for buildings and five to seven years for equipment 
(c) Commission Income 
Commission income is recogn17..ed ratably over the policy period .. 
([) Administrative Fees 
AIA is a third-patty administrator for Centennial Life Insurance Company (see note 3), 
Unive1se and vatious Associa,tion trusts providing administrative and data processing 
setviccs, All administrative fees result from such arrangements and are recorded as 
income upon receipt, which approximates the time period over which the feeS are earned. 
The administrative fees are calculated on a per policy basis, on a percentage of certain 
future policy benefitq. and also as specific adtuinistrative functions are performed. 
(Contlnued) 
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The Company files a consolidated income tax return for its non-life insurance 
subsidiaries. 
Effective January L 1993, the Company adopted SF AS 109 and has reported the 
cumulative effect of the change in the method of accounting fot' income raxes in the 1993 
consolidated statement of lncome .. Undcr the as.set and liability method of SFAS 109, 
deferred tax assets and liabilities are recognized for tbt'{ future tax: consequences 
atttibutable to differences between the financial statement carrying amounts of existing 
asset., and liabilities and their respective tax bases, Defened tax assets and llabilities are 
measured using enacted tax lates expected to apply to taxable income in the years in 
which those temporruy differences are expected to be' recovered or settled. Under 
SFAS 1D9, the effect on defeITed tax assets and liabilities of a change in tax lates is 
recognized in income in the period that includes the enactment date. 
(h) Cash 
Cash is complised of casb and funds tempolaIily invested (with original maturities not 
exceeding three months) as part of the Company's management of day-to-day operating, 
cash receipts and disbursements 
(i) Rec1;).<;sifications 
Ceatain amounts jn the 1994 and 1993 financial statements have been reclassified to 
conform to the current presentation.. 
(j) Management Estimates 
The prepmation of financial statement in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the 
reported amounts of a.~gets and liabilities and disclosure of contingent assets and liabilities 
at the date of the financial statements and the repoIted amount of revenues and expense 
during the reporting period Actual results could differ from those estimates .. 
(3) Universe and Great Fidelity 
(a) Discontinued Operations 
Effective Octo'ber 1, 1995, the Company implemented a plan of disposal for its 
Insurance Underwriting segment, This plan involves the disposal of the insurance risk 
taking subsidiaries. Universe and Great Fidelity. 
(Cont1nued) 
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The disposal is being accomplished through transfer Of disposal of the insurance in force 
and sale of the insurance companies. The American Long Term Care Reinsurance Group 
assumed 90% of the long term care policies of both Universe and Great Fidelity effective 
July 1, 1995 Centennial Life InSuldnce Company assumed 100% of the remaining 
group health lisk effective October 1, 1995" The completion of the disposal is expected 
to occur within two years, 
Assets a.nd liabilities of the msurance companies to be disposed consisted of the 
following at December 31: 
1995 1994 
Cash $ 504,484 39,188 
Investments 18,747,515 42,632,274 
Accrued investment income 137,952 344,210 
Income taxes' receivable 96,433 247,679 
Receivables 22,818,800 5,514,564 
Prepaid expenses 234,554 295,914 
Net property and equipment 250,495 350,142 
Deferred income taxes 604,240 
Deferred acquisition costs 514,880 2,095,824 
Cost of insurance and licenses acquired 1.711,2?1 3,716,265 
Total assets 45,022 l 870 55_84Q,~OQ 
Policy liabilities 43,1 11,963 42,464,979 
Accounts payable 8,735,624 6,357,957 
Securities sold under agreement to repurchase 6,654,000 
Total liabilities 2.847,:5 82 j~,476,936 
Ne[ assets (liabilities) to be disposed $ (6,824.717) 363,12.1 
(Continued) 
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Surnmaq qonsolidated statements of opeIations for the insurance companies to be 
disposed of are as follows: 
1295 1994 1993 
Revenues: 
Premiums $ 24,319,529 28,362,420 47,753,381 
Invesunentincorne 1.498,819 ... .2216,1:,7, J,25L32Q 
Total revenues 25,818,348 30,638,557 51,005,201 
Expenses: 
Benefits 22,294,342 18,206,135 30.988,864 
Commissions 
General and administrative 
5,263,43l 10,725,832 11,689,953 
expenses 6,650,656 7,410,292 7,822,143 
Interest -2J0,186 _. ___ 5.550 .... ___ . 24,314 
Total expenses 34,418,615 36,347,809 50,525,274 
Income (1oss) before income taxe:\ (8,600,267) (5,709,252) 479,927 
Provision for (benefit from) 
income taxes , __ 404,853 (1,051,743) 34,554 
Net income (loss) $ (9,OQ.5,120) _t4.,6tJ ,509) ~_ 445,373 
Operating results of Universe and Great Fidelity have been shown separately as income 
(loss) from discontinued operations, net of applicable income taxes in the accompanying 
consolidated statement .. of operations Frior years have been reclassified. 
The net liabilities to be disposed at December 31, 1995 of $6,824,717 include 
approximately $2.2 million of intangible assets related to deferred acquisition costs and 
cost of insurance and licenses acquired Due to the recent losses incurred by the 
insurance companies, their regulatory status (see notes 0) and G) that follow) and the fact 
that their licenses have been suspended. the realizability of these assets is unceaain .. 
All business remaining with Universe and Great Fidelity is in a runoff mode. 
Management anticipates no significant gain or loss from operations for either company 
through final disposal date. 
At this time, the Company is unable to estimate proceeds, if any, which may be realized 
from final disposal of the remaining net assets (liabilities). Management helieves that no 
loss will be realized and a gain, if any, will be recorded at closing .. 
(Continued) 
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(b) Summary of Siguificant Accounting Policies 
In addition to the accounting policiesfoI continuing operations summarized in note 2, the 
following accounting policies I'elate only to discontinued operations: 
(1) Investments 
Mortgage-backed secuxities represent participating interests in pools of first mortgage 
loans originated and serviced by the issuer~ of the securitieH. Premiums and 
discounts on mortgage-backed securities are amoItizecf over the estimated life of the 
security as an adjustment to yield using the effective inter:est method 
Mortgage-backed secmities are accounted for under SF AS 115, 
Mortgage Joans and policy loans are callied at unp'did principal balances.. Real el-itate 
is carried at cost, less accumulated depreciation. 
(2) Deferred Acquisition Costs 
Cost of acquiring insurance business which vary with and are plimaIily related to the 
production of such bu:;iness are deferred and amortized over the estimated life of the 
underlying policy .. Such costs include ceatain expenses related 10 policy issuance and 
underwriting, These costs are being amortized over five years on a straight-line 
basis., 
( 3) Cost of Insurance aru:LLicenses Acquired 
The cost of lie en res acquhed related to discontinued operations is being amortized on 
a straight-line basis over 30 to 40 years. The cost of insurance acqllired is being 
amortized over the premium-paying period of the related policies, estimated to be 5 to 
15 years .. 
(4) Policy Benefits and Other Policy Liabilitie~ 
Ordinary life insurance and annuity policy benefit liabilities arc computed on a net 
level premium metbod using assumptions with respect to current investment yieJd, 
mortality. morbidity, withdrawa1 r~l.tes, and other assumptions determined to be 
appropIiate as of the date the business was issued or purchased by the Company, 
Such estimates were based upon past experience adjusted to provide for possible 
adverse deviation from the estimates 
(Continued) 
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Notes to Consolidated Financial Statements 
Reserves for the Universal Benet1t (UB), the Withdrawal Value (WV) , and the 
Supplemental Benefit Accumulation (SBA) components of the group accident and 
health lllsumnce contract.;; are computed On a graduated scale from 25% to 100% of 
the certificateholders' UB, WV, or SBA balance over a 15 year period. Using tlJe 
graduated scale in effect discounts the reserve for expected withdrawals and therefore 
takes credit for expected sun'ender cha:t~es However, this is done on a conservative 
basis, While this is not as conservative as reserving a frill account value, it is 
reasonable, sound, and consistent with actuarial principles. 
1he liability for unpaid claims included in the net liability to be disposed is an estimate 
of payments to be made on insurance claims for reported losses and estimates of 
incurred but not repotted claims, 
(5) Reinsurance 
In 1993, the Company adopted Statement of f.inancial Standards No., 113, 
"Accounting and Repolting for Reinsurance of Short-DuratioD and Long-Duration 
ContlactsH (SFAS 113). Reinsulance receivables and prepaid reinsurance premiums 
axe accounted for and reported separately as assets, net of valuation allowance, rather 
tlJaTI being deducted from the lia.bility for future policy benefits and claims. As the 
Company's insuHUlce subsidiaries' operations an:: discontinued, the reiilsurance 
receivables and prepaid reinsurance are included in net liabilities/assets to be disposed 
in the accompanying consolidated financial statements The cost of reim;ulaIJCe 
related to long-duration contracts is accounted for over the life of the underlying 
reinsured policies using assumptions consistent with those used to account for the 
underlying policies ContracL'l not resulting in the reasonable possibility that the 
reinsurer may realize a signific-ant loss from the insurance risk assumed geneIally do 
not meet the cpnditions fox reinsurance accounting and arc to be accounted for as 
deposits, 
Reinsurance premiums ceded and reinsurance recoveries on benefits and claims 
incurred are deducted from the n~spective income and expense accounts. 
(6) Reco~nition of Revenues and Costs 
Premiums on life insurance are recognized as revenue when due" Benefits. losses 
and related expenses are matched with earned premiums in order to recognize income 
over the term of the contracts, This matching is accomplished by means of the 
provision for future policyholder' benefits, estimated unpaid losses and the 
amortization of deferred policy acquisition costs. 
(Continued) 
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"Peat Marwick LLP 
Suite 2000 
1211 South West Fifth Avenue 
Portland OR 97204 
Independent Audlt01~' Report 
The Board of Directors 
AlA Services Corporation: 
We have audited the accompanying consolidated balance sheets of.AlA Service:: Corporation 
(an Idaho corporation) and subsidiaries as of December 31, 1995 and 1994, and the related 
consolidated statements of operations, stockholders; equity (deficit), and cash Hows for each 
of the yean: in the three-year period ended December 31, 1995. These consolidated financial 
statements are the responsibility of the Company's :management Our responsibility is to 
express an opinion on these consolidated financial statements based on our audits. 
We conducted our audits in accordance with generally accepted auditing standards Those 
standards require that we plan and pelform the audit to obtain r~onable assurance about 
whether- the financial statements are free of material misstatement, An audit includes 
examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements An audit also includes assessing the accounting principles used and significant 
estimates made by management, as well as evaluating the overall fmancial statement 
presentation. We believe that our audits provide a reasonable basis fOl our opinion. 
As more fully desclibed in note"3 to the consolidated fmancial statements, the Company 
discontinued its insurance underwriting segment effective October 5, 1995, however, disposaJ. 
of the segment is not yet complete. The Company has inclUded $2,232,637 in intangible assets 
in the net liabilities to be di~;posed at December 31, 1995 of $6,824,717. These intangible 
asset::; relate to deferred acquisition costs and cost of insurance and licenses acquired. Due to 
the recent losses incurred by the Company's .insurance undelwIiting segment, the fact that they 
are under regulatmy control and theirlicenscs have been suspended. these assets should, in OUT 
opinion, be fully reserved in order to confonn with generally accepted accounting prinqiples. 
If these assets are fully reserved, the net liability to be disposed of at December .31, 1995 
would be increased by $2,232,637 to $9,057,354 and the retained deficit would be increased 
by the same amount to $21,059,&87 .. 
- I 
~ . ~ , 
"' . 
. ,'" 
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The Board of Direcrors 
AlA Services Corporation 
Page 2 
In our opinion. except for the effects afnot writing off the intangible assets as discussed in the 
preceding paragraph, the consolidated balance sheets of AIA Services Corporation and 
subsidiaries as of December 31, 1995 and 1994, and the related consolidated statements of 
operations; stockholders' equity (deficit). and cash flows for each of the years in the three-year 
period ended December 31, 1995 present fairly, jn all material respects, the consolidated 
financial posirion of AIA Selvices COrporation and subsidiaries as' of Decemb.er 31, 1995 and 
1994, and the reS\llts of their operations and !:heir cash Hows for each of the years in the 
three-year period ended December 31, 1995 in conformity with generally accepted accounting 
principles , 
The accompanying 1995 and 1994 consolidated finarlcial statemenrs have been prepared 
assuming that AlA SeIvices Corporation and subsidiaries will continue as a going concern. As 
discussed in note 1 to !:he consolidated financial statement';, the Company has suffered 
significant losses in 1994 and 1995, primarily attributable to its insurance undcrwliting 
segment- This segment was discontinued effective October I, 1995, however, disposal i!{ not 
camp Jete, The net liability to be disposed of in the insurance underwdting segment, the recent 
losses from continuing operations, negative cash flow fmm operating activities. obligations to 
former and current stockholde1s and negative stockholders' equity raise substantial doubt about 
!:he entity's ability to continue as a going concern Continuation of the C..ompany as a going 
concern is dependent upon, among other things, the ability of !:he Company to dispose of its 
insurance underwriting seg~nt without flutheI investment by the Company. the Company's 
ability to generate sufficient cash from operations and to obtain financing sources to meet its 
obligations. Management's plan in regrud to these matters are described in note 1.. The 
accompanying consolidated financial statements do not include any adjustments that might 
result flOm the outcome of this uncertainty, 
As discussed in note 1 to the consolidated financial statements, effective January I, 1993, the 
Company adopted the provisions of SFAS No. 109, "Accounting for Income Taxes .... 
April 5, 1996, ex.cept notes 8 and 9 
are as of J ul Y 1, 1996, and note 3(i) 
is as of October 7, 1997 
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Cash 
Accrued investment income 
Investments, available for sale 
AIA SERVICES CORPORATION 
AND SUBSIDIARIES 
Consolidated Balance Sheets 
December 31, 1995 and 1994 
ARse!;;; 
Real estate. net of accumulated depreciation of 
$110,155 and $94,936, respectively 
Receivables, net of allowance of $21,755 
and $36,943, respectively 
Prepaid expenses 
Income tax refund receivable 
Deferred income taxes 
Property and eqUipment, net 
Deferred acquisition cost"; 
Net assets to be disposed 
Total assets 
See accompanying notes to consolidated financial statements 
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1m 1994 
$ 1,175,089 393,378 
15,123 6,304 
254,449 261,843 
167,124 172,421 
959,818 1,162,249 
417,852 582,766 
3,033 3,033 
168,577 
181,087 808,493 
2,298,614 
363364 
$ 3,342,152 §,Q52,465 
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LiabiIitie!\ and Stockholders' Deficit 1995 ,12lM 
Accounts payable and accrued expenses $ 3,218,108 1,790,870 
Defened income taxes 604,240 
Unearned commissions 646,000 766,000 
MOltgages and notes payable 842,01l 1,840,628 
Net liabilities to be disposed 6,824,717 
--_.--
11,530,836 5,OOl,va 
Obligation to fonne!' majority common stockholder 1.12,1,534 
Series A preferred stock - redeemable and convertible, 
no par value, 200,000 shares authorized, 170,562 shares 
issued and outstanding (190,310 in 1994) . 1:ZQ~,620 1,903,101 
Stockholders'Deficit 
Series C convertibJe preferred srock - $1 par value, 
500.000 shares authorized, 200,000 issued and 
outstanding 1.686,418 
Common stock·, $001 par value at 1995 and $1.00 at 1994, 
11,000,000 (5,000,000 in 1994) authorized., 1,079,520 
(1,033,380 in 1994) issued and 1,079,520 
(973,334 in 1994) outstanding 10,795 1,033,380 
Additional paid-in capital 771,318 
TreasuIY stock, at cost (60,046 shares in 1994) (1,244,153) 
Unrealized gains (losses) On ~ecUljties available for sale, 
net of deferred taxes of $53,420 ($252,809 in 1994) 111,199 (493,219) 
Retained deficit (18,827 .. 2W.) .12.l2JQQ) 
(17,018,833.) {852,:114) 
Total liabilities and stockholders' deficit $ 3,3422152 6,O52,46~ 
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AlA SERVICES CORPORATION 
AND SUBSIDIARlES 
Consolidated Statements of Operations 
Years ended December 31, 1995, 1994 and 1993 
1995 1994 
Revenues: 
Commission income $ 7,473,932 9,581,600 
Net investment income 82,866 155,161 
Administrative fees ~A:.29,955 4,038j70 
Total revenues 10,296,753 13,775,331 
Expenses: 
Commission expense 3,025,205 4,237,135 
Write-off of defeued acquisition costs 2,331,166 
General and administrative e;;:pense 7,491,331 9,475,126 
Interest expense 564.714 323,710 
Total expenses 13.412.4lQ. J4,035,971 
Income (loss) from continuing 
operations before income taxes, 
cumulative effect of accounting 
change and discontinued operations (2,4J5,663) (260,640) 
Provision for (benefit from) income taxes __ G70,632) _~t81) 
Income (loss) from continuing 
operations before cumulative 
effect of accounting change and 
discontinued opeIations (1,645,0.30) (210,453) 
Income (10:;8) flom discontinued operations, 
net of applicable income taXes (benefit) 
of $404,853, $(1,051,743) and $34,554 
in 1995, 1994 and 1993, respectively (9.005.120) .14.657 .509) 
Income (loss) before cumulative 
effect of accounting change. (10,650,150) (4,867.962) 
Cumulative effect at January 1, 1993, of income 
tax accounting change -
------. .... -
Net income (loss) $ (10!6501150) (41867 z962) 
See accompanying notes to consolidated financial statements 
,4-
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1993 
12,155,683 
163,493 
4.539~1 
16,858,707 
5,909,924 
9,587,440 
237,932 
15,735,296 
1,123,411 
315,294 
808,117 
445.373 
1,253,490 
394,554 
11648z044 
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AlA SERVlCE.<; CORPORA lION 
AND SUBSIDIARlF..3 
Consolidated StatemeotS of Stockholders' Equity (Ddidt) 
Years t:.ndcd December 31, 1995, 1994 and 1993 
Unrealil,cQ. gains 
and lo!<:Ses 
Series C on securities 
convertible Additional available 
prcfc;m::d Common paid-in Treasury for sale and 
stock ~t(')Ck oo.tru. stock ~ui.tY securities 
Balance, December 31, 1992 $ 1,018,729 507,J77 (1,131,271) 302,025 
Net income 
Unrealized investment loss 
Acc.."fCtion of preferred stock 
(295,263) 
Purchase of tn;ssury stock 
----
n LZ.882) 
---
Balance, December 31, 1993 1,018,729 507,177 (1,244,153) 6,762 
Net loss 
Effect of adoption of SF AS 115 (39,\79) 
Unrealized lJoldinglosscs on 
sccurilic..~ ava:ilable for sale, net (460,802) 
Issuance of common &tQck 14,651 264,141 
---- ---
Balance December 31, 19~4 1,033,380 771,318 (1,244,153) (493,219) 
Net loss 
Unrealized holding gains on 
securities avaiJable fot" salc. net 604,418 
Purchase of common stock from 
ronner majorily common 
stockholder (7,740,027) 
Change in par value of common 
stock and stock split (349,045) 349,045 
Cancellation of ouL~nding 
treasury stock (673,540) (1,120,363) 8,984.180 
Issuance of Series C convertible 
preferred shares 1.686.418 
Series C preferred dividends 
paid or declared 
--"_.- ---
Balance, December 31,1995 :$ 1&.86.418 10,'79.5 111,19~ 
See accompanying notes to consolidated financial srarernent"" 
-5-. 
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RClained 
earnings 
(deficit) 
2,448,718 
1,648,044 
(J48,500) 
3,948.262 
(4.867,962) 
(919.700) 
(10,650,150) 
(7,190,277); 
.-1~) 
(lJ,§27,250) 
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AlASERVlCESCORPORATION 
AND SUBSIDIARIES 
Consolidated Statements of Cash Flows, Continued 
1995 1994 
Cash flows from financing activities: 
Repayment of borrowings $ (701,743) (491,324) 
Capital paid in to discontinued operations ( 1,500,000) 
Issuance of corrunon stock 278,792 
Repurchase of commOn stock 
Redemption of preferred stock (197,481) (89,099) 
Dividends paid to preferred stockholders {67,123) 
Net proceeds from issuance of Series C 
preferred stock 1,686,418 
Discontinued opelations financing activities .(5,154.000) 6.421.500 
Net cash (used in) provided by 
financing activities (5,933.929) 6.119869 
Net increase (decrease) in cash 1,247,007 263,102 
Cash at beginning of period 432,5.Qti 169.464 
Cash at end of period $ 1,679,573 _" 432,566 
Supplemental disclosures of cash flow inf01mation: 
Cash paid (received) for the years ended 
December 31 for. 
Interest $ 757Al~ 353,455 
Income taxes $ (f2Q,209) (65,958) 
See accompanying notes to consolidated financial statements. 
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1993 
(1,105,328) 
(112,882) 
(7,800) 
(36,Q66) 
J1,262,07(j} 
(930,670) 
....l-'10Q.134 
169,464 
~4,698 
(190,143) 
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AlA SERVICES CORPORATION 
AND SUBSIDIARIES 
Notes to Consolidated Financial Statements 
December 31, 1995 and 1994 
(1) Summary ofBusines.~ and Background 
(a) De.scription of Busine>;s 
AlA Services Corporation (the Company), is an insurance holding company based in 
Lewiston, Idaho. Prior to Octobet I, 1995, the Company had two business segments. 
'the 1nsurance Underwriting segment was comprised of the Company's wholly-owned 
subsidiary, The Universe t..ife Insunmce Company (Universe), and its wholly-owned 
subsidiaty, Great Fidelity Life Insurance Company (Great Fidelity).. Universe and Great 
Fidelity sold life and health insurance products. Effective October 1, 1995, the 
Company implemented a plan of disposal of its Insurance Undelwriting segment. (See 
note .3 for further discussion.) 
The Company's continuing operations consist of its Insunmce Marketing segment The 
principal business of this segment is marketing insunmce products and services to 
ranchers and farmers, many of whom are members of agrlcu1tu:rel associations 
(Associations).. The Company's current products include group health and life insurance 
and long"tenn care insurance These products are matketed through two subsidiaties, 
AIA Insurance, Inc. and AIA MidAmerica, Inc and are undcn'lrinen primarily thmugb 
Centennjal Life Insurance Company .. 
The Company ha~ established relationships with state and regional Associations inclUding 
the National Association of Wheat Growers, American Soybean Association, and the 
National Contract Poultry Growers Association. These Associations were fonned 
thnmgh the connnon interests of their members to promote specific segments of the 
agriculture industry, They tile the pI'imtily recognized organizations representing the 
interests of the grain growers, soybean growers and pOUltry growers in the United 
States. The Company sells group health insurance to these Associations and their 
members and provides administrative seIvices for such insurance .. 
The Company pmvides services to the Associations by acting as the marketer and 
administrator fOl Association trusts through which group insurance programs are made 
available to Association members. The Company also acts as the marketer and 
adnlinistratOI for a multiple-Association trust whose patticipants engage in fanning, 
ranching or othel agriculture related businesses, As part of the Company's administrative 
duties, the Company conect.~ Association dues through its regular customer hilling 
procedure, and in return, the Associations endoIse the Company and certain of its 
product .. and services. 
(Continued) 
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f)ccember 31, 1997 1996 
-------_ ......... __ ._---------
Assets 
Cash and cash equivalents 
Short-term investments 
Accrued investment income 
Investment and mortgage-backed securities (Note J): 
A\;ailable-for-sale 
Held-to-maturity 
Accounts receivable 
Mortgage loans 
Agent advances 
Related party receivable (Note 7) 
Prepaid expenses 
Deferred income taxes (Note 6) 
Real estate, net of accumulated depreciation of 
$111,3 I 5 and $107,280, respectively 
Property and equipment, net (Note 4) 
Cost of licenses acquired 
Deferred acquisition costs 
!'let assets tOEe d~osed (Note 2) 
Total assets 
, 
AFFIDAVIT OF CONNIE TAYLOR 
S 284,552 .$ 474,137 
864,470 
55,525 12,228 
1,195,095 254,449 
1,398,148 
456,681 152,560 
224,031 
814,186 746,144 
349,542 283,736 
469,969 471,969 
30,000 203,747 
157,529 161,565 
185,452 96,301 
1,046,252 
161,765 
67,646 
$ 7,760,843 $ 2,856,836 
RJT 000068 
AJA Services Corp '".~ ~~ 
and Subsi 
Consolidated Baran 
Dece~b~· .~3~1, __ ~~ ________ ~ ______________________ ~19~9_7 __________ ~1~9~9~6_ 
Liabilities and Stockholders' Deficit 
Liabilities: 
Accou.nts payable and accrued expenses $ 2,441,358 
Policy benefits and other policy liabilities 
Income taxes payable (Note 6) 
Unearned commissions 
Mortgages and notes payable (Note 5) 
Obligation to former majority common stockholder 
(Note 7) 
Net liabilities .. to be disposed (Note 2) 
Total liabilities 
Series A preferred stock - redeemable and convertible, 
no par value, 200,000 shares authorized, issued and 
outstanding .. 136,852 and J 5J,6J~shares (Note 8) 
Commitments and Contingencies (Notes 2 and 10) 
Stockholders' deficit (Note 8): . 
Series C cqnvertible preferred stock - $1 par value, 
500,000 shares authorized, issued and outstanding, 
297,500 and 286,500 shares (NOte 8) 
Common stock., $0 01 par va1ue, I] ,000,000 authorized, 
issued 1,125,997 and 1,079,520 shares, outstanding 
1,058,477 arid 1,079,520 shares (Notes 7 and 8) 
Additional paid-in capital 
Accumulated deficit, inclUding retained earnings 
(accumulated deficit) from discontinued operations 
of$67,646 and ($14,245,921) . 
Unrealized gains on investment and mortgage-backed 
. securities available-for-sale, net of taxes 
lreasury stDck - at cost) 67,520 _and 0 shares 
Total stockholders' deficit 
Total liabilities and stockholders' deficit 
1,211,891 
290,000 
441,790 
65,937 
7,164,783 
.... -..... ........, .... -
11,615,759 
1,368,517 
297,500 
11,260 
1,773,641 
(7,247,168) 
9.2,544 
(151,210) 
$ 7,760,843 
$ 1,466,876 
65,216 
761,000 
131,670 
7,394,472 
6,293,944 
16,113.178 
.1,536 .. 11.1_. 
286,500 
10,795 
1,947,902 
(J 7,037,673) 
$ 2,856,836 
See accompanying SIlmmary of accounting policies and note 5 10 conwlidatedflntmcial statementr 
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AlA Services Corp 
and Subsi 
Consolidated Statements 
Yeal'sE'ldedDecember3J, 1997 1996 
.....---:.-::::..------:..-', - ,~----------.----~ .. , ~.-.~.----,--
Revenues: 
$ 5,552,039 $ 6,255,197 
2,662,344 3,382,553 
Commissions (Note 7) 
Administrative fees 
Investment income 98,330 120,476 
.----. ____ '--______ --=..::L:.=...:: ____ -.:..:::..::..!..:..:...::. 
Total revenlles 
Expenses: 
General and administrative expenses 
Commission expense 
Interest expense .. _. __ 
------_. __ ._-_._._------_ .. __ ._-
T ota! eryenses 
Income from continuing operations before income 
tax expense 
Income tax expense (Note 6) 
Income from continuing operations 
Income from discontinued operations, net of applicable 
. income taxes (Note 2) 
Net income 
8,31i,713 9,758,226 
4,078,120 5,212,644 
2,267,079 2,857,256 
804,614 820,293 
.-.--..... -.--.-------:'~ ... 
8,890,193 
1,162,900 868,033 
192,395 46,084 
970,505 821,949 
8,820,000 900,505 
$ 1,72.2,454 
Sf!f? accompanying summary oj accounting policie> and notes to cQnwlidafed finanCial sla[f!men[5 . 
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AlA Services Co 
and Subs 
Consolidated St~tements of Changes in Stockhold 
Unr""lizcd 
Gllins (Loss~s) 
on Tnvcstm.:nt 
and Mortgage-
Series C 
Backtd 
Securities 
Convertible Additional A vailabl • ..for-
Preferred Common Paid-in Treasury Sale. Not of Accumulated 
Stock Stock Capital Stock Tax .. Deficit 
----.,........~--. .. ------. --_. -"--... -.,. . .-.. ~.,...,... .. --.-~ ... ~.~.~.----.. ~ ...- ."' 
Balarlcc, January I, 199.6 $ 200,000 $ JO,795 $ 1,419,295 $ 
-
$ 111,199 $ (18.]60,127) 
NcLil!come 1,722,454 
UIlIealized gains 011 
investment securities 
available-far-sale, net of 4563 
ta: .. es 
Issuance ofScries C 
convertible prererred 
shares 86,500 778,50 1 
Series C preferred 
dividends paid or 
a~crued (249.894 ) 
Transfer to net liabilities to 
't)e'illsQosed (115,7§!L._._ .. _ •. ___ ...• =-, 
Balance, December 31, 
19% 286,500 10,795 1,947,902 (17,037,673 ) 
Net income 9,790,505 
Issuance of corrunon stock 465 16,441 
Purchase of common stocl;: (lSI,2ID) 
lssuance of Series C 
convertible preferred 
shares 11 ,000 99,000 
S<:ri es C preferred 
dividends paid or 
accrued (289,702) 
Unrealized gains on 
investment and 
mortgage .. backed 
securities available-for- 92544 
sale. net of taxes 
----.-... ..- ... ......,.,.-~. ----.. --_. 
Balance, December 3 J, 
1997 $ 297,500 .$ 1J.,?60 .$ I.n3,64 I .$ (15) ~IQ) .$ 92,544 .$ (7,24]. 1~8) 
See accompanying summary ofaccounting poliCies and noles (0 conrolida{ed finanCial statements 
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AlA Services Corp ~~~ 
and Subsi· 
Consolidated Statements of 
Incre'1se (Decrease) in Cash and Cash Equivalents 
Year~~ Ended December j], 1997 L996 
._--_.-. --.. ---... -.--------~-.-.. - .. - . -----------
Cash flows from operating activities; 
Net income 
Adjustments to reconcile net income to net 
cash used iii operating activities: 
Depteciation 
Deferr'ed income taxes 
Write offof'account receivable 
Changes in assets and liabilities: 
Accounts receivable and agent advances 
Prepaid expenses and other assets 
Accounts payable and accrued expenses 
Income taxes payable 
Unearned commissions 
Discontinued operations 
Net cash used}n operating activities _______ _ 
Casn flows fr'om investing activities: 
Capital expenditures 
Issuance of notes receivable 
Discontinued operations investing activities 
Proceeds from sale ofproperty and eguiEf!lent~_.~,-.-. , 
Net cash provided by)nvestins activities _ 
$ 9,790,505 
51,023 
185,698 
(186,649) 
124,237 
242,018 
224,784 
(319,210) 
38,751 
10,151,157 
(35,905) 
(65,806) 
1,544,240 
1,442,529 
$ 1,722,454 
101,451 
(35,170) 
260,706 
(323,354) 
(54,1 J 7) 
(1,751,232) 
68,149 
115,000 
(5,751,605) 
~i7,6~. 
(11,352) 
(157,079) 
5,748,399 
246 
5,580,214 
See accompanying summary a/accounting poliCies and nares fa consolfdatedjinancialslafemenls. 
AFFIDA VrT OF CONNIE TAYLOR 
7 
RJT 000072 
2344 
AlA Services Corp 
and Subs ~~ 
Consolidated Statements of C 
Increase (Decrease) in Cash and Cash Equivalents 
Years Ended December 3 I ~=~ _ __ . _____ ... _ . ____ __ ~ 1997 
Cnsh flows from financing activities: 
Repayment of mortgages and notes payable 
Redemption of Series A preferred stock 
Dividends paid to preferred stockholders 
Net proceeds from issuance of Series C 
preferred stock 
Proceeds from issuance of common stock 
Purchase of common stock 
Repayment ofobIigation to former majority 
common stockholder 
(65,733) 
(167,617) 
(289,702) 
Ilo,oao 
16,906 
(151,210) 
(229,689) 
1996 
(710,334) 
(169,486) 
(249,894) 
865,001 
Issuance of notes payable 269,938 
____ 00_--__ .. _- ----'---
Net cash provided by (used in) financing activities (777,045) 
Net increase (decrease) in cash and cash equivalents 10,816,641 
Cash and cash equivalents, beginning of year> including 
S1.l43,257 and $504,484fromdiscontinued operations 1,617,394 
Cash and cash equivalents, end of year, including 
... 
$12.149,483 and $1,143,257 from dis~o.ntinued operations $ 12,434,035. 
Supplemental Disclosures of Cash Flow Information: 
Cash paid during the ye.'u for: 
Interest 
Income taxes 
Nonc.'lsn investing and financing activities: 
Exchange of investment in preferred stock for 
investment in common stock and advertising 
Exchange of accounts-receivable for investment 
in common stock 
Unrealized Joss on securities available-fer-sale, 
net of taxes 
$ 808,119 
$ 
$ 245,474 
$ 109,000 
$ 23,218 
__ .0_0. __ 5,225 
(62,179) 
1,679,573 
$ 1,617,394 _ 
$ 785,253 
$ 
$ 
$ 
$ 
See accompanying summary ofaccoun ting policies and notes' to conS'olidafedfinanc!ai statements 
AFFIDA VlT OF CONNIE TAYLOR 
8 
RJT 000073 
AlA Services Co 
and Subsi 
Summary of Accounti 
Business Activities AlA Services Corporation (the Company) is an insurance holding 
company based in Lewiston, Idaho , Prior to October I, 1995, the 
Company had two business segments , The insurance underwriting 
operations are contained within the Company's wholly-owned 
subsidiary, The Universe Life Insurance Company (Universe) and 
Universe's wholly-owned subsidiary, Great Fidelity Life Insurance 
Company (Great F'idelity). Effel;:tive October 1, 1995, the 
Company adopted a plan of disposal of its insurance underwriting 
operations, (See Notes 1 and 2 for further discussion) 
The Company's continuing operations consist of its insurance 
marketing segment. The principal business of this segment is 
marketing insurance products and services to ranchers and farmers, 
many of whom are members of agricultural associations , The 
Company's current products include group health and life insurance 
and long-term care insurance , These products are marketed 
through two subsidiaries, AlA Insurance, Inc (AlA) and AlA 
MidAmerica, Inc (MidAmerica). 
The Company has established relationships with state and regional 
associations including the National Association of Wheat Growers, 
American Soybean Association, and the National Contract Poultry 
Growers Association (Association) These Associations were 
formed through the common interests of their members to promote 
specific segments of the agriculture industry, They ar'e the primary 
recognized organizations representing the interests of the grain 
growers, soybean growers and poultry growers in the United 
States .. 
The Company sells group health insurance to these Associations 
and their members and provides administrative services for such 
insurance in accordance with the terms of marketing and 
administrative agreements between the Company and the 
underwriting insurance company. The Company also acts as the 
marketer and administrator for a multiple-association trust whose 
AFFIDA VIT OF CONNIE TAYLOR 
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participants engage in fanning, ranching or other agriculture related 
businesses. As part of the Company's administrative duties, the 
Company coHeets association dues through its regular customer 
billing procedure, thereby creating an important link between the 
Company and the Associations In return, the Associations endorse 
the Company and certain of its products and services .. 
The consolidated financial statements include the accounts of the 
Company and its wholly-owned subsidiaries: AlA, MJdAmerica, 
AlA Pacific Marketing Corporation, Universe, Great Fidelity and 
AlA Bancard Services Corporation. All material intercompany 
transactions have been eliminated in consolidation. The long-term 
care and group universal health operations of Universe and Great 
Fidelity are shown as discontinued operations in 1997 The entire 
insurance under.vriting op~ratiDns of Universe and Great Fidelity 
are shown as discontinued operations in 1996 (see Notes 1 and 2) 
The Company accounts for investments according to the provisions 
of Statement of Financial Accounting Standards (SF AS) No .. 115 
"Accounting for Certain Investments in Debt and Equity 
Securities". SF AS No .. 1]5 requires that investments in aU debt 
securities and those equity securities with readily determinable 
market values be classified into one of three categories: held·to·-
maturity; trading, or available-for-sale. Classification of 
investments is based upon management's current intent.. Debt 
securities which management has a positive intent and ability to 
hold until maturity are classified as securities held-to-maturity and 
are camed at amortized cost adjusted for unamortized premium or 
discount. Uni'ealized holding gains and losses on securities held-to-
maturity are not reflected in the consolidated financial statements. 
Debt and equity securities that are purchased for short-term resale 
are Classified as trading securities Trading securities are carried at 
market value, with unrealized holding gains and losses included in 
earnings.. All other debt and equity securities not included in the 
above two categories ar·e classified as securities available-for-sale. 
Securities available-for-sale are camed at market value, with 
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unrealized holding gains and losses reported as a separate 
component of stockholders' equity, net of applicable income taxes 
At December 31, 1997 and 1996, the Company did not have any 
investments categorized as trading securities 
The Company's carrying value for investments in the held-to-
maturity and available-for-sale category ~s reduced to its estimated 
realizable value if a decline in the market value is deemed other 
than temporary. Such reductions in carrying value are recognized 
as realiied losses and charged to income The Company has no 
investments where a decline in market value is deemed other than 
temporary. Premiums and discounts on debt securities are 
amortized over the life of the security as an adjustment to yield 
using the effective interest method.. Realized gains and losses on 
disposition of investments are included in net income I he cost of 
investments sold is detennined on the specific identification 
method 
Costs of acquiring insurance husiness which vary with and are 
primarily related to the production of such business are defened 
and amortized over the estimated life of the underlying policy . 
Such costs include certain expenses related to policy issuance and 
underwriting. These costs are being amortized over five to forty 
years on a straight-line basis .. 
t he cost of licenses acquired related to the insurance unden.vriting 
operations is being amortized on a straight-line basis over 30 to 40 
years 
Property and equipment are carried at cost less accumulated 
depreciation Where applicable, cost includes interest and real 
estate taxes incurred during construction and other construction 
related costs . Depreciation is computed principally by the straight-
line method using lives of 3 I to 40 years for buildings and five to 
seven years for equipment. 
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Commission Income Commission income is recognized ratably over the policy period. 
Administrative Fees AIA is a third-party administrator for Tru stm ark, Universe and 
various Association trusts providing administrative and data 
processmg services. Through Decef!1ber 1, 1997, the Company 
was a third-party administrator for Centennial Life Insurance 
Company (Centennial) (see Note I). AJI administrative fees result 
fr·om such arrangements and are recorded as income upon receipt, 
which approximates the time period over which the fees are earned 
The administrative fees are calculated on a per policy basis, on a 
percentage of certain future policy benefits, and also as specific 
administrative functions are performed . 
Mortgage and 
Policy Loans 
Policy Benefits and 
Other Policy 
Liabilities 
Mortgage loans and policy loans are carTied at unpaid principal 
balances .. 
Ordinary life insurance and annuity policy benefit liabilities are 
computed on a net level premium method using assumptions with 
respect to current investment yield, mortality. morbidity, 
withdrawal rates, and other assumptions determined to be 
appropriate as of the date the business was issued or purchased by 
the Company. Such estimates were based upon past experience 
adjusted · to provide for possible adverse deviation from the 
estimates 
Reserves for the Universal Benefit (VB), the Withdrawal Value 
(WV), and the Supplemental Benefit Accumulation (SBA) 
components of the group accident and health insurance contracts 
are computed on a graduated scale from 25% to 100% of the 
certificate holders' VB, WV, or SBA balance over a 10 to 15 year 
period . 
The liability for unpaid is an estimate of payments to be made on 
insurance claims for reported losses and estimates of incurred but 
not reported claims. 
RJ10110077 
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The Company accounts for reinsurance of insurance contracts 
according to the provisions of SFAS No.. 113, "Accounting and 
Reporting for Reinsurance of Short-Duration and Long-Duration 
Contracts" Under SF AS No 113, reinsurance receivables and 
prepaid reinsurance premiums are accounted for and reported 
separately as assets, net of valuation allowance, rather than being 
deducted from the liability for future policy benefits and claims . 
T he cost of reinsurance related to long-duration contracts is 
accounted for over the life of the underlying reinsured policies 
using assumptions consistent with those used to account for the 
underlying policies. Contracts not reSUlting in the reasonable 
possibility that the reinsurer may realize a significant loss from the 
insurance risk assumed generally do not meet the conditions for 
reinsurance accounting and are to be accounted for as deposits 
Reinsurance premiums ceded and reinsurance recoveries on benefits 
and claims incuned are deducted from the r~spective income and 
expense accounts. 
Premiums on life insurance are recognized as revenue when due 
Benefits, losses and related expenses are matched with earned 
premiums in order to recognize income over the term of the 
. contracts. This matching is accomplished by means of the 
provision for future policyholder benefits and estimated unpaid 
losses. 
The Company files a consolidated income tax retum In 1996, the 
Company filed a separate consolidated income tax return fof' its non 
life insurance subsidiaries and a separate consolidated income tax 
return for the Company's life insurance subsidiaries. 
The Company accounts for income taxes according to the 
provisions of SFAS No .. 109 "Accounting for Income Taxes" 
Under the asset and liability method of SF AS No 1 09, deferred tax 
assets and liabilities are recognized for the future tax consequences 
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attributable to differences between the financial statement canying 
amounts of existing assets and liabilities and their respective tax 
bases , Deferred tax assets and liabilities are measured using 
enacted tax rates expected to apply to taxable income in the years 
in which those temporary differences are expected to be recovered 
or settled , Under SFAS No~ 109, the effect on deferred tax assets 
and liabilities of a change in tax rates is recognized in income in the 
period that includes the enactment date .. 
The Company accounts for stock options issued to employees 
under the provisions of Accounting Principles Board Opinion No. 
25 ("APB 25").. Under APB 25, because the exercise price of the 
Company's employee stock options approximates the fair value of 
the underlying stock at the date of grant, no compensation cost is 
recognized , SFAS No , 123 "Accounting for Stock-Based 
Compensation," requires the Company to provide pro forma 
information regarding net income (loss) as if compensation cost for 
the Company's stock option plans . had been determined in 
accordance with the fair value method prescribed in SFAS No. 123 . 
Cash and cash equivalents are comprised of cash and funds 
temporatily invested (with original maturities not exceeding three 
months) as part of the Company's management of day-to-day 
operating cash receipts and disbursements. 
Certain amounts in the prior year's financial statements have been 
reclassified to conform to the current year's presentation 
I he preparation offinancial statements in conformity with generally 
accepted accounting principles requires management to make 
estimates and assumptions that affect the reported amounts of 
assets and liabilities and disclosure of contingent assets and 
liabilities at the date of the financial statements and the reported 
amount of revenues and expenses during the reporting period. 
Actual results could differ from those estimates 
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In 1995, the Company adopted a plan to dispose of its insurance 
underwriting operations (the Plan) and recognized a net loss from 
discontinued operations of $90 million.. Ihis loss included 
management's estimate of the liabilities to be incurred by the 
Company · in disposing of the insurance underwriting operations 
according to the Plan, in excess of the assets available to satisfy 
these liabilities (see Note 2) and the operating results of the 
insurance underwriting operations . During 19977 the Company 
revised the Plan when:;by it intends to transfer or settle only the 
long-term care and group universal health insurance underwriting 
risk of its insurance subsidiaries, Universe and Great Fidelity.. As 
such, discontinued operations f01; 1997 includes only those assets 
and liabilities and operating results of the long-term care and group 
universal health operations of Universe and Great Fidelity. 
Discontinued operations for 1996 includes all of the assets and 
liabilities and operating results of Universe and Great Fidelity_ As 
the Plan is carried out, management re-estimates its net liability to 
dispose of the discontinued operations In 1997 and 1996, net 
income from discontinued operations of approximately $9 million 
and $900,000 Included changes in estimates of' liabilities and 
recoverable amounts of assets and the operating results of the 
discontinued operations. 
Effective December 1, 1997, in connection with a formal Plan of 
Rehabilitation, Universe completed the cancellation of substantiaIIy 
all of the Group Universal Health insurance policies previously 
reinsured, assumed or written by Centennial and arranged for the 
certificatenolders to . obtain similar coverage finm Trustmark 
Insurance Company (Trustmark). The cash value obligation for the 
relateq Supplemental Benefit Accounts (SBA) and Universal 
Benefits (DB) of the certificateholders remained with Universe, and 
was subsequently paid in January 1998 (See Note 2) . 
During 1996 and 1997, Great Fidelity continued to retain 10% of 
the risk on long-term care policies with 90% of risk being assumed 
by The American long Term-Care Reinsurance Group (AL1CRG) 
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In March 19-98, the Company transferred the agreement with 
ALTCRG and executed an assumption reinsurance agreement with 
Central States Heaith and Life Company (Central States) to transfer 
alliong-tenn care in force poticiesas of an etfectiye date of January 
1, ] 998 The Company is currently negotiating the sale of a 
majority of its cornmon stock ownership interests in Great Fidelity 
to an unrelated third party investor No adjustments have been 
recorded to reflect this possible sale of Great Fidelity common 
stock. 
The net assets (liabilities) to be disposed, recorded in the 
consolidated fmancial statements, include management's estimates 
in accordance with Accounting Principles Board (APB) Opinion 
No_ 30 "Reporting the Results of Operations-Reporting the Effects 
of Disposal of a Segment of a Business, and Extraordinary, 
Unusual and Infrequently Occurring Events and Transactions, 11 and 
consist of the following assets and liabilities of the discontinued 
insurance operations at December 31 : 
-------------
Cash and cash equivalents 
Investment and mortgage backed 
securities: 
A vailab le-fOF-sal e 
Held-to-maturity 
Mortgage loans on real estate 
Policy loans 
Short-term investments 
Accrued investment income 
Receivables 
Prepaid expenses 
Net property and equipment 
Deferred acquisition costs 
Cost of insurance and licenses 
1997 1996 
$12,149,483 
5,745,068 
2,315,758 
16,160 
37,973 
1,556,417 
$ 1,143,257 
8,028,768 
1,402,031 
3,224,774 
58,545 
289,561 
90,392 
14,341,496 
119,684 
153,900 
163,396 
acquired ~ . 1 509896 -----.-~---~-.---.-.-~~. '--,-'--
Total assets 21,820,859 30,525,700 
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